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Abstract 
In terms of the pattern of multinational contracting, there is currently a clear absence 
of regional multinational contractors in Australia’s public sector major road, bridge 
and tunnel projects. This is not the case in terms of multinational firms in the 
country’s manufacturing and other service sectors. Indeed, the situation is even more 
puzzling given that extensive research shows that multinational firms tend to grow in 
their home region before expanding beyond it.  
All levels of government in Australia have expressed concerns about this lack 
of multinational presence in the road, bridge and tunnel sector (the focal sector of 
this research), and perceive that there are insufficient levels of competition in major 
public sector infrastructure. More recently, these concerns have deepened in 
conjunction with the increasing desire of governments to leverage private finance 
amidst, and in the wake of, the global financial crises. Therefore, a research 
opportunity arises to explain patterns of multinational contracting, in this case, 
through the lens of the focal road, bridge and tunnel sector. 
As a first step towards attracting greater overseas interest in this market, an 
improved understanding of the determinants of multinational contractors’ willingness 
to bid in the market is needed. Dunning’s eclectic paradigm of internationalisation – 
or “Ownership-Location-Internalisation” (OLI) theorectical framework – has been a 
dominant approach to international business for over 30 years; however, it has been 
little used in the context of multinational contracting. Hence, this research aim is to 
contextualise, test, and develop Dunning’s OLI framework to explain multinational 
contractors’ overseas bidding decisions, or in-bound Foreign Direct Investment 
(FDI) into the focal Australian public sector.  
A multiple case study design, based on international case studies of four home 
countries – namely, China, Japan, Spain and the US – and their apporach to Australia 
as the host country, is adopted to test the developed OLI framework. Primary data 
and private secondary data from Tier-1 multinational contractors in each of the four 
home countries, and in three tiers of local host contrctors, are collected and analsyed. 
This data is considered in conjunction with a wide range of public domain secondary 
data across all dimensions, in each of the OLI factors.  
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In summary, this research represents the first analysis of the OLI framework in 
the context of in-bound FDI by multinational contractors. The research also deploys 
a range of economic theories advocated by Dunning to surface the relative 
importance of each of the OLI factors, and to contribute fundamentally to OLI 
theory.  
The research approach includes a novel approach to measuring FDI (the 
dependent variable), based on the home multinational contractors’ perceptions of the 
attractiveness of the focal sector in Australia, in tandem with the orthodox approach 
of observing actual FDI. On each of the OLI factors (independent variables), this 
research also represents the first operationalisation of: Resource-Based Theory 
(RBT) on the O factor; Coase’s transaction cost theory in conjunction with Porter’s 
five-forces model with regard to the L factor; and Dunning’s more contemporary 
approach  to measuring the I factor – all in the context of multinational contracting.  
Very stong empirical evidence is presented to support the conclusion that it is 
not differential capability (O factor), nor supply chain management (I factor) per se, 
that is the key determinant of multinational contractors’ (that is, from the home 
countries studied) attraction to, and actual FDI into, the focal Australian sector. 
Rather, the key determinants are the perceived return and risk profile of these road, 
bridge and tunnel projects (L factor). Thus, the relative importance of the OLI factors 
are surfaced for the first time.  
Beyond its theoretical contributions – the further development of the OLI 
framework and the deployment of a range of economic theories to measure each of 
the OLI factors – the research also yields important practical contributions. For any 
multinational contractors contemplating outbound-FDI (including Australian 
multinational contractors), the model developed and tested in this research can be 
used to guide the search and selection of new overseas location/s in which to 
consider committing FDI. It also provides a framework for a bidding decision for a 
project/s in the chosen location/s. From an Australian government perspective, this 
research suggests structural/longer-term changes in procurement policy and practice 
to reduce barriers to entry arising from administrative distance that is strongly 
associated with cultural distance. In this way, Australia can attract more interest from 
multinational contractors from countries that exhibit appreciable cultural distance 
from Australia, including Chinese and Japanese contractors from its own region. 
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 Chapter 1: Introduction 1 
Chapter 1: Introduction 
1.1 BACKGROUND TO THE RESEARCH 
1.1.1 World Economy and International Business 
The twenty first century is shifting the world towards a truly integrated global 
economy. There is no doubt that nearly “all countries are navigating a single 
economic sea” (Kogut, 1999, p. 18) with each of them having “different navigation 
tools and insights than others” (Matthews, 2002, p. 22). In today’s world as stated by 
Eitman and Stonehill (1979):  
Capital raised in London in the Eurodollar market by a Belgium-based 
corporation may finance the acquisition of machinery by a subsidiary located 
in Australia. A Management team from French Renault may take over an 
American-built automotive complex in Argentine. Clothing for dolls, sewn 
in Korea on Japanese supplied sewing machines according to U.S. 
specifications, may be shipped to Northern Mexico (Maquiladora plants) for 
assembly with other components into dolls being manufactured by a US firm 
for sale in New York and London during Christmas season. A California 
manufactured air bus …is powered by British…engines, while a competing 
air bus…flies on Canadian wing assemblies. A Frenchman is appointed 
president of the US domiciled IBM World trade Corporation, while an 
American establishes… a Swiss-based international fund. Eitman and 
Stonehill (1979, p. 1-2) 
Nowadays, with the advancement of modern communication technology, 
people around the world are even more connected, and international business has 
become so pervasive that the same goods and services are easily available 
everywhere around the globe. In order to minimize competitive risk, acquire 
resources, expand sales and diversify sources of sales and supplies, companies of all 
types and sizes, and in all types of industries, enter into international business 
transactions. Hence, ‘international business’ refers to all commercial profit-related 
transactions or activities conducted across national boundaries (that is, between two 
or more countries) by private and/or government entities (Katsioloudes & 
Hadjidakis, 2012, p. 10). Needless to say, international business is flourishing as a 
result of globalisation.  
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1.1.2 Globalisation  
The concept of globalisation has become familiar in the arena of international 
business since the early nineteen-eighties (Levitt, 1983). The concept represents the 
world as a single united society via economic, political, and socio-cultural integration 
(Peh & Low, 2013). It describes the process by which regional economies, societies, 
and cultures are integrated through a global network of political ideas facilitated by 
communication, transportation, and trade (Zhang & London, 2011). In general terms, 
the concept of globalization can be referred to as an international system of 
increasing connectivity between countries, corporations and individuals which 
involves some form of trade, exchange, sharing or distribution of either quantifiable 
or non-quantifiable components (Najjar & Weddikkara, 2000). 
From the economic viewpoint, the term ‘globalization’ can be explained as 
increasing capital flows and trade of goods and services and the spread of free-
market capitalism to virtually every country in the world. As defined by a number of 
researchers (Economist, 1997; Katsioloudes & Hadjidakis, 2012), globalisation is the 
shift toward a more integrated and interdependent world economy through increased 
cross-border flows of trade, investment, and financial capital. From a social 
perspective, it can be illustrated as a “social process in which the constraints of 
geography on social and cultural arrangements recede and in which people become 
increasingly aware that they are receding” (Waters, 1995, p. 3). 
Global reach, global capabilities and global synergies achieved through global 
strategies are seen as becoming the preeminent sources of benefit (Matthews, 2002, 
p. 36). Globalisation provides a better environment for international business 
organisations as international businesses differ from domestic business in many 
ways, and vary in their practices from country by country. Research in economic 
geography suggests that as the pace of globalisation increases and many economic 
activities become increasingly mobile, firms can disperse their production activities 
across locations, and become increasingly capable of supplying more distant markets 
and customers (Krugman, 1991a, 1991b, 1998; Krugman & Venables, 1995; as cited 
in Najjar & Weddikkara, 2000). Additionally, this mobility can pave the way for 
multinational companies to pursue global expansion in both production and 
marketing. In brief, globalisation is the central driving force of the world economy, 
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and the multinational business firms are the drivers of this new integrated economy. 
As suggested by Matthews:  
Some see the world economy as headed inevitably and overwhelmingly 
toward a uniformity and convergence through international businesses, 
where the great multinational corporations rule and everything else 
accommodates to their designs, and this is the process popularized with 
endless gusto as globalization. Matthews (2002, p. 22) 
1.1.3 Multinational Business Firms and Foreign Direct Investment  
1.1.3.1 Definitions  
The multinational business firm is one of several kinds of organisation that engage in 
international business (Dunning, 2008b, p. 5). There are a few hundred dominant 
multinational business firms, which are the main participants in the globalisation 
phenomenon. These firms interact to define a new global organisational and 
management model that sets new standards which others must reach or perish 
(Matthews, 2002, p. 36). Here, the terms ‘multinational business firms’ or 
‘multinational enterprises’ (MNEs) refer to all types of international business firms 
and include all types of industries, not least of which are multinational contracting 
firms (MNCs). 
A MNE can be defined as an enterprise that owns and controls value added 
activities across different countries (Caves, 1993, p. 64). However, its most widely 
accepted definition in an academic and international business context is given by 
Dunning (1992, p. 34) as follows: any company that “engages in Foreign Direct 
Investment (FDI) and owns, or in some way, controls and manages value-adding 
activities in more than one country”. According to Dunning (2008b), MNE has two 
distinctive features:  
First it accesses, organises, and coordinates multiple value added activities 
across national boundaries and, second it internalises at least some of the 
cross-border markets for the intermediate products arising from these 
activities. No other institution engages in both cross-border production and 
transactions. …..In practice, most MNEs are nationally controlled but 
internationally owned, meaning that while their top management still 
consists mostly of home country nationals, their shareholders are spread 
across the globe. Dunning (2008b, p. 6) 
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Dunning also provides examples of MNEs such as Nokia (identified as a 
Finnish firm), IBM (identified as a US firm), Sony (identified as a Japanese firm), 
and ICI (identified as a British firm) whose shares – despite their identification as 
national enterprises – are listed on a number of stock exchanges throughout the 
world. The growth and survival of multinational business firms in truly global 
operations is an important factor in the internationalization of any industry. Foreign 
direct investment (FDI) has long been considered as an alternative means by which 
multinational business firms can internationalize. 
1.1.3.2 The role of FDI 
FDI has become a key factor in the universal process of industrial restructuring and 
the growth of global industries (Hatzichronoglou, 1996, p. 13). Several International 
Business (IB) scholars such as Edith Penrose, Stephen Hymer and John Dunning 
approach FDI as a function of the growth of the multinational firm, rather than the 
export of capital. FDI implies the transfer or formation of all or some of the 
necessary factors of production, such as their ownership or equity dimension and 
some elements of authority over their use, across national boundaries (Hymer, 1960). 
More specifically:  
FDI is the transfer of a package of assets or intermediate products, which 
includes financial capital, management and organisational expertise, 
technology, entrepreneurship, incentive structures, values and cultural 
norms, and access to market across national boundaries, whilst foreign 
portfolio (or indirect investment) involves only the transfer of financial 
capital. (Dunning, 2008b, p. 7)  
Based on the direction of the flow of investment, FDI can be distinguished as 
inward/or inbound FDI and outward/or outbound FDI.  
Inbound FDI refers to the inflow of investment to the host market, and the host 
country is the recipient of that foreign investment. Factors that accelerate the growth 
of inward FDI include tax breaks, low interest rates, and grants. According to 
Dunning (1994), inbound FDI might interact with the existing competitive 
advantages of host nations and affect their future competitive advantages in a variety 
of ways. Thus, inbound FDI can: 
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• Offer resources or capabilities that are either unattainable or attainable at a higher 
cost;  
• Introduce new organisational techniques and enhance research and development; 
• Accelerate the learning capacity of indigenous firms; 
• Inspire the efficiency of suppliers and competitors, promote quality of standards, 
inject new working practices, and open up new and cheaper sources of 
procurement; 
• Provide additional markets and better enable a host country to tap into, or 
monitor, the competitive advantages of other nations; 
• Introduce new management talent and entrepreneurial initiatives and work 
cultures; 
• Encourage the formation of cross border cooperative alliances, technological 
systems and inter-firm networking; and 
• Foster the geographical clustering of related activities that generate their own 
agglomerative economies.  
In contrast, outbound FDI refers to the outflow of investment from home 
market to host market. A combination of market and asset-seeking motivations are 
the main drivers influencing the outward FDI of developing national firms (Dunning, 
2008b, p. 29). Mergers and acquisitions (M&As) is the most favoured FDI mode for 
foreign investors. This is because it provides them with access not only to the 
technological and managerial assets of the acquired firm, but also to its brand names, 
knowledge of the local markets, and established channels of distribution (Dunning, 
2008b). Chinese Lenovo’s acquisition of IBM’s PC business is an example of this 
practice. In summary, FDI in either direction plays an important role in the growth of 
multinational business firms. 
1.1.3.3 Growth and pattern of multinational business firms 
The growth of FDI and multinationals can be better explained with the theory of FDI 
(Hymer, 1960; 1970). According to FDI theory, as MNE is based on market 
imperfections and the presence of transaction cost, FDI – or the substitution of 
external transaction with foreign production – is profitable for MNEs. Therefore, 
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alongside the growth of the multinational firm, market imperfections (including 
factor markets, intermediate goods markets, and final product markets) and 
transaction costs are the two important determinants for analysing the efficiency 
implications of FDI (Dunning & Rugman, 1985). FDI theory also explains that firms 
invest abroad by means of oligopolistic advantages such as their technological 
innovation, imitation capacity, skills, financial and managerial ability, and the low 
cost of the transferability of these assets. In short, expansion abroad is simply a stage 
in the process of a firm’s development in a geographical sense, and along horizontal 
or vertical growth patterns (Caves, 1971; 1974; Kindleberger, 1969). Further details 
of the growth of multinational firms based on the theory of FDI and MNE is given in 
Chapter 2. 
A multinational business firm might develop horizontally, vertically, or 
through conglomerate extension/diversification (Caves, 1993, p. 64). Horizontal 
diversification involves producing more of the same product elsewhere, whereas 
vertical integration involves investment in the earlier or later production stages of the 
firm’s current output. Conglomeration occurs when the firm moves into an unrelated 
type of production (Runeson & de Valence, 2008). While the main aim of a firm’s 
horizontal integration is to improve the firm’s market to foreign consumers, vertical 
integration aims to achieve lower production cost rather than to produce for sale 
abroad (Neary, 2007). By locating branches in different countries through horizontal 
or vertical FDI, firms grow beyond their national boundaries. According to the 
Uppsala model, the firm expands first to geographically close markets, and then 
gradually continues its expansion to further markets (Johanson & Vahlne, 1977).  
The most successful firms first grow out of their regional or national markets. 
Here, it is assumed that they slowly internationalize to gain knowledge, to reduce 
uncertainty, to avoid risks, and to adopt new ways of doing international business. 
They then move into new markets and start producing in different countries to escape 
various trade barriers such as quotas, tariffs or transport costs (Runeson & de 
Valence, 2008). However, Rugman (2000) and Rugman and Verbeke (2004) 
establish that international expansion and multinational competition is home-based, 
triad-based, and regional (that is, within North America, Europe or Asia). Rugman 
(2000, 2005), and Rugman and Verbeke (2004, 2005) demonstrate that the vast 
majority of international manufacturing and service activities are organized 
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regionally rather than globally. Based on Rugman’s theory, Delios and Beamish 
(2005) tested the FDI location of 1,229 Japanese firms in various geographic 
locations, and their subsequent analysis indicates that 58.3 percent of the Japanese 
MNCs have at least 50 percent of their foreign subsidiaries in their home region 
(Asia). Moreover, Yin and Choi’s (2005) study of inward FDI into China shows that 
the majority of foreign investments in China are made by other Asian countries. The 
home oriented regional strategy is further supported by Li’s (2005) empirical testing 
of the US computer software industry. These studies all show that multinational 
firms tend to focus and expand first in their own region and then globally.  
1.1.3.4 Advantages and disadvantages of multinational business firms 
Multinational business firms have two main advantages. According to Hymer (1970), 
the first is that they integrate one industry over many countries and, alternatively, 
integrate many industries over one country and develop non-corporate linkages 
between countries for the free flow of goods and information. The second advantage 
is that they keep the economy within the boundaries of the organisation and the 
particular society. This causes less tension and creates the possibility of controlling 
economic power by removing the wastes of oligopolistic anarchy. In doing so, as 
Hymer states, large multinational companies allow more scope for solving two major 
economic problems: affluence and poverty because they generate a large number of 
jobs, greater investment, and significant tax revenue for the areas in which they 
operate (Katsioloudes & Hadjidakis, 2012, p. 18). Moreover, by transferring 
technology, knowledge and skills; providing access to export markets; intensifying 
competition; or making available goods and services that are better and/or cheaper 
than those offered by local producers, multinational business firms help emerging 
economies in the modernization of their economies and industries (De Mello, 1999; 
UNCTAD, 1999; JBIC Institute, 2002, as cited in Rugraff & Hansen, 2011).  
In contrast, multinational business firms also have their disadvantages. Several 
researchers (Caves, 1996; Buckley & Ghaury, 2002; Cypher & Diez, 2004) found 
that anti-competitive practices of multinational business firms can lessen consumer 
benefits. These researchers also observe that multinational business firms might help 
to create consumption patterns that are unsuited to their host countries. Beneficial 
effects are not necessarily felt, and these firms can throttle economic development by 
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locking host economies into low value added activities, and by crowding out local 
investments and jobs (Rugraff & Hansen, 2011).  
Developed countries can also suffer from the presence of multinational 
companies. The latter might reduce the ability of the government to control the 
economy. Because of their size and international connections, multinational business 
firms have a certain flexibility that enables them to avoid the regulations imposed in 
a particular country. In a sense, the multinational corporation demonstrates the power 
of size and the danger of leaving it uncontrolled (Hymer, 1970) 
If governments impose rules and regulations to control the multinational 
business firms, however, FDI can help emphasise their economic, social and 
environmental benefits. For instance, “the emergence of multicultural 
communication inside multinational firms made a shift in their perspectives from 
solely domestic maximization of profitability to joint optimization of 
internationalization of individuals and organisational performances” (Parhizgar, 
1999, p. 41). Another benefit of multinational firms is that they also have significant 
financial and technical resources, can accelerate the spread of technology, and 
organize activities that have previously been impossible. 
1.1.3.5 The status of multinationals  
Today, multinationals are already giants and growing even more gigantic from an 
international perspective. According to environmentalist David Suzuki (2013, para, 
ideology V science), “Corporations have now become so big and so powerful, the big 
ones are bigger than most governments on the planet and they have the capacity to 
fund political campaigns beyond anything individuals can do”. In turn, governments 
develop policy to serve multinational firms; for example, governments’ failure to 
address climate change serves the interests and continuing dominance of 
multinationals in opposing the countervailing force of environmentalists such as 
Suzuki and Intergovernmental Panel on Climate Change (IPCC). 
Runeson and de Valence (2008, p. 200) observe, “Most industries are 
dominated or in the process of becoming dominated, by a small number of giant 
firms” that satisfy a global market. These big, traditional manufacturing enterprises, 
with their long planning horizons, are leading the drive toward globalisation and “are 
in the vanguard of planners of the new international economy created by the 
 Chapter 1: Introduction 9 
aeronautical and electronic revolutions” (Katsioloudes & Hadjidakis, 2012, p. 10). 
This growth is not limited to manufacturing multinationals but is also observed in 
service industries, which are also rapidly increasing and adapting a go-global 
strategy. This is seen in the case of financial institutions such as Citigroup, retailers 
such as Wal-Mart, and telecommunications companies such as MCI-WorldCom. The 
construction industry is also now following suit; however, the outcome in the 
construction industry is a little different due to some unique characteristics of that 
industry, as explained below (Runeson & de Valance, 2008). 
1.1.4 Global Construction Industry and Multinational Contracting Firms: 
Similarities and Dissimilarities with Other Multinational Business Firms 
1.1.4.1 Global construction 
Globalisation is profoundly affecting the building and construction industry. 
Construction firms are fast becoming internationalised, and are playing a significant 
role in shaping the global economy (de Valence, 2003; Yang & Lu, 2013). 
International construction is booming. For example, Engineering News Record 
(ENR) lists the top 225 international contractors that earned revenues of USD 383.7 
billion in the year 2010 from construction projects outside their home countries – a 
total which is three times larger than that for the year 2001 (Reina & Tulacz, 2011).  
Strassman (1989) defines an international construction project as one 
undertaken by an enterprise outside its home country. However, this definition is 
now considered out of date due to the globalization of the construction industry 
(Mawhinney, 2002; Ofori, 2003). Howes and Tah (2002) more accurately describe 
the international construction process by distinguishing its five key elements: design 
consultancy, contracting, equipment supply, products and materials, and facilities 
management. The cross- border construction process comprises of production and 
transaction processes of the built or to-be-built products, and the services associated 
with such products. This cross-border transaction is further subjected to many 
dynamic influences that can lead to changes in the volume, mix and distribution of 
demand and sources of competitiveness due to construction globalisation (Ofori, 
2003).  
The term ‘globalisation’ for the construction industry and construction 
organisations is encompassed in the social, economic, political and legal forces 
(resulting from increasing global connectivity), which impact on the capacity, 
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efficiency and effectiveness of the: i) processes of production; ii) products and 
services; and iii) ownership structure of construction organisations (Najjar, 2010, p. 
327).  
1.1.4.2 Advantages and disadvantages of construction industry globalisation  
Akin to other multinationals, multinational contracting brings both advantages and 
disadvantages (Raftery, Pasadilla, Chiang, Hui, & Tang, 1998; Zhang & London, 
2011). With regard to less developed markets, MNCs bring opportunities in the sense 
that the expansion of international construction pushes companies in less developed 
countries to comply with international standards; this, over time, could work towards 
increasing their competitiveness in terms of project performance. In doing so, 
however, it creates the need for local construction firms to upgrade their capabilities 
and resources, improve efficiency, increase the quality of their work, improve their 
ability to secure low cost capital resources, and to raise their level of readiness to 
compete in the domestic and international arena. At the same time, MNCs bring the 
opportunity to mobilize more funds by incorporating regional and international 
corporations in order to mitigate the financing requirements of construction.  
MNCs also bring disadvantages, however. They can for example undermine 
the competitiveness of the domestic construction industry. This is the case in Sri 
Lanka where there are concerns that the construction sector is overly dependent on 
imported construction materials. Currently, around 60% of Sri Lanka’s construction 
materials are imported; this compares with around 30% being imported in the 1960s 
(Raftery et al., 1998, p. 733). Therefore, as is the case for other multinational 
business firms, MNCs have pros and cons for the construction industry. However, 
the unique features of the construction industry create the key difference between 
MNCs and other multinational business firms. 
1.1.4.3 Unique characteristics of construction process, products and services 
Construction – which is defined “in its broadest sense to include all built structures 
and the professional services necessary to execute such work” (Eaton, Akbiyikli, & 
Dickinson, 2006, p. 12) – is subject to location specificity (Hillebrandt, as cited in 
Ofori 2003, p. 381); that is, physical construction is geographically immobile and 
often subject to local design and building codes. As the industry is human capital 
oriented, and expertise and know-how are the only main resources to enter at the 
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lower end of the market, the cost of entry to the industry can be minimal. The only 
way the contractor can differentiate their product is through price. However, due to 
high location specificity and the final product characteristic, the opportunities for 
limit pricing strategies within the industry are constrained. Hence, it is common to 
win a bid by tendering unprofitable prices, which are the basic criteria for contractor 
negotiation and selection.  
An entrant can also compete with local firms based on its technical and 
managerial skill; that is, based on ability rather than product price (as happens in 
other industries). As well as these technical and managerial skills, expertise can be 
considered as a form of differentiation. In addition, different types of procurement – 
such as Construction Only; Design and Build; Turnkey; Build, Operate and Transfer 
(BOT); and Build, Operate, Own and Transfer (BOOT) – can be considered a means 
of product differentiation based on several factors, including risk allocation and the 
availability of resources. Furthermore, economies of scale of established contractors 
are unpredictable due to the final product characteristics (Seymour, 1987). As stated 
by Runeson (2000), there are sectors in construction activity in which there are no 
economies of scale in construction; rather, there are diseconomies.  
In order to enter a foreign market, MNCs enter a specialist market where they 
find a client led demand for construction services as the firm itself cannot generate 
demand significantly in market at a given location (Hillebrandt, 1985). If the final 
product demand is for highly specialized skills (for example, the skills required for 
the construction of a nuclear power plant), expertise becomes more important than 
cost considerations. Hence, demand for the contractor ultimately rests with the 
expertise that the contractor offers (Seymour, 1987)  
Alternatively, in terms of supply, Hillebrandt (1985) considers two basic 
characteristics of any construction work: the size of the contract, and its complexity. 
A large contract requires a greater input of resources, and a more detailed and costly 
bid preparation to compete with other local firms at the tender stage. The sizes of 
firms are determined by the sizes of the contracts in the market (Runeson & de 
Valence, 2008). In contrast, complex contracts require higher expertise related to 
experience and training, which is not easy to attain by all firms in the industry. 
Therefore, due to their greater financial, technical and management capability, as 
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well as their greater experience, larger firms normally display the competitive 
advantage to win complex and large contracts. 
Due to greater overhead costs, larger firms are not attracted to bid for smaller 
scale project on economic efficiency grounds. On the other hand, the more complex 
the construction contract, the more likely it is to rely on the local supply chain where 
the necessary capabilities exist. That is, the main or head contractor for complex 
contracts can leverage local firms, or local subcontractors and suppliers in specialist 
local submarkets, rather than attempt to internalise these activities as part of their 
portfolio of in-house activities. Hence, the size and the complexity of the contracts 
are key determinants of supply and services, and can make the industry highly 
fragmented, and diversely split into sub-markets.  
These unique characteristics of the construction industry, in terms of location 
specificity and local client-led demand, along with the key potential role of local 
supply, make horizontal FDI a more viable proposition than vertical FDI in 
multinational contracting to deliver construction projects in host markets. In this 
regard, some examples can be cited from ENR (Reina, 2007), which shows that the 
US is one of the prime destinations of Spanish contractors. The company with the 
most privately financed U.S. toll road concessions is Cintra (controlled by Spain's 
Grupo Ferrovial), which manages 23 toll highways in Spain, Portugal, Ireland, 
Greece, Chile, Canada and the US totalling more than 2 800 km (as stated in ENR). 
Spanish firms are winning these concession projects by forming partnerships with 
local firms. As noted by one of the officials of one of the giant Spanish firms (ACS), 
“Our aim is…to increase ACS's direct participation in the US market both in civil 
works and concessions business, using local partners” (Reina, 2007, p. 25-27). ENR 
records show that three Spanish firms were shortlisted (among the seven original 
candidates) to bid for the US $2-billion Texas North Tarrant Express concession in 
2007. These examples demonstrate the horizontal integration of construction firms in 
the overseas market.  
1.1.4.4 Growth and pattern of construction multinationals  
Before the global financial crisis, Runeson and de Valence (2008) observed the 
emergence of a two-tiered construction market, which comprises a new global 
construction industry and a more traditional local or national market. In the 
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traditional local or national market, major infrastructure is procured using more 
traditional government funded modes, and this market seems to be oligopolistic (de 
Valance, 2003). In contrast, the new global construction industry is based on high 
technology; in this case, the business strategy revolves more around Value for 
Money (VfM) throughout the project's lifecycle. Larger private sector participation in 
infrastructure projects, increasing vertical integration in the packaging of 
construction projects, and increased foreign participation in domestic construction 
are becoming the major trends of this new construction market resulting from the 
globalisation of the construction industry (Raftery et al., 1998). 
The vertical integration in the packaging of construction projects refers to 
contractors, developers, and financiers combining to form consortia or strategic 
alliances in order to overcome the weaknesses that a firm may be exposed to in the 
increasingly competitive domestic or international setting. The participation of large 
financial institutions in these consortia can help the project participants in obtaining 
cheaper credit. ENR (Reina, 2007, p. 26) suggests that, since the 1980s, MNCs have 
begun to involve value added works and are “moving more and more away from 
being traditional construction businesses and focusing on services provision.” In the 
process, numerous small and medium-sizes firms have merged into major 
corporations.  
There is a growing trend toward increasing M&A activity in the construction 
industry (de Valence, 2003; Najjar, 2010; Reina, 2007; Runeson & de Valence, 
2008). ENR (2010), for example, published a list of the top 225 global contractors, 
which shows that 170 firms earned more than USD one billion in contracting revenue 
in 2009. Moreover, the revenue of the top 225 contractors shows significant 
increases in transportation work (up 10.6% to $112.34 billion in 2009), water 
projects (up 17.5% to $11.22 billion), sewer and wastewater work (up 11.6% to 
$6.29 billion), and power projects (up 33.6% to $35.69 billion) (Reina & Tulacz, 
2010).  
ENR (Reina, 2007) also provides examples of the M&As of some Spanish 
MNCs in recent years. Spanish contractor Ferrovial, for example, has acquired: 
W.W. Webber LLC, Houston; U.K. contractor Amey plc.; Switzerland's airport 
services provider, Swissport International Ltd.; and Budimex Sp. z.o.o., Poland's 
biggest contractor (Reina, 2007). Another Spanish contractor Grupo ACS (2011) has 
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secured 54.21% of Germany's leading contractor Hochtief A. G., thus becoming its 
major shareholder. To enter the U.S. market, these Spanish contractors are targeting 
niche, specialist activities; Acciona S. A., for example, is building a portfolio of 
renewable energy projects in the U.S., by acquiring a 74-MW wind farm in 
Oklahoma (Reina, 2007). In parallel with M&As, MNCs are also being globalized 
via capital markets, which facilitate a shifting of their ownership structures (Najjar, 
2010). These patterns of MNCs moving abroad are visible to all sectors of 
construction, including the road, bridge and tunnel sector. The global trend shows 
that the highest revenues of the construction industry come from the transport sector. 
For example, top 225 multinational contractors earned 30% (112.3 million USD) of 
the total construction industry revenues from the transport sector including the road, 
bridge and tunnel sector in 2009 (ENR, 2010). As such, this research considers road, 
bridge and tunnel sector as the focal sector. Moreover with regard to the pattern of 
entry, Australia shows a good example. In the road, bridge and tunnel sector in 
Australia, foreign MNCs are gaining involvement through M&As, and by shifting 
their ownership structures. Hence, the road, bridge and tunnel sector in Australia has 
become the main focal sector of this study to investigate the internationalisation 
pattern of multinational contracting firm. 
1.1.5 Multinational Contracting in the Road, Bridge and Tunnel Sector in 
Australia: Similarities and Dissimilarities with Other Multinational 
Business Firms 
The road, bridge, and tunnel sector in Australia, where a great deal of M&As and a 
shifting of ownership structures has been observed during the last two decades, is a 
good illustration of this new construction industry. The listing of major road and 
bridge contractors in Australia’s National Prequalified System (NPS) is a good 
example of how foreign contractors are establishing themselves in a host market by 
possessing shares of ownership. In this regard, Table 1.1 illustrates the ownership 
structures of Australia’s NPS (2012) listed prequalified road and bridge contractors. 
It can be seen that most of the bidding entities or companies named are foreign 
owned but not foreign controlled.  
M&As have frequently occurred in Australia since 2000 (de Valence, 2003). 
Australia’s largest construction company, Leighton Holding, provides a good 
example of this. Leighton Contractors Pty Ltd. (a Tier 1 contractor), together with 
Thiess Pty Ltd (another top Tier 1 firm in the sector in Australia), formed the 
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Leighton Group in Australia. This Leighton Group is part of Leighton Holdings Ltd., 
which was established in 1949. In 2000, Leighton Holdings again acquired some 
shares in John Holland Group Pty Ltd, another top Tier 1 firm in Australia in the 
road, bridge and tunnel sector. However, in the meantime, the ownership of the 
Leighton Group was changed when the German construction firm Hochtief AG 
acquired some of its shares in 2001. Later, in 2007, the giant Spanish construction 
firm ACS acquired over 25% share of Hochtief and, to date, holds the majority of 
Hochtief’s shares (54.21%).  
Table 1.1. Ownership structures of foreign owned Australian companies  
Company name (from NPS, 
2012) 
Parent organisation Share (%) 
Leighton Contractors Pty Ltd Subsidiary of Leighton 
Holdings Limited, the 
subsidiary of Hochtief AG 
(Spanish Company Grupo ACS 
holds major share of the latter) 
Hochtief AG [54.21% (>50% 
owned by ACS, Spain)], US 
(4%), others (3%)  
Thiess Pty Ltd Wholly owned subsidiary of 
Leighton Holdings Limited 
Hochtief AG [54.21% (>50% 
owned by ACS, Spain)], US 
(4%), others (3%) 
McConnell Dowell 
Constructors (Aust) Pty 
Ltd 
Owned by Aveng Limited South Africa (mostly), 
US(10.78%), Japan (0.32%), 
others (remaining %) 
Abigroup Contractors Pty Ltd Subsidiary of Lend Lease Australian (70%) , US (2.58%), 
Japanese (0.92%), others 
(remaining %) 
Baulderstone Pty Ltd Subsidiary of Lend Lease As above 
Fulton Hogan Construction Pty 
Ltd 
New Zealand-based Fulton 
Hogan Limited New Zealand (100%)  
John Holland Queensland Pty 
Ltd 
 
Leighton Holdings Limited 
Hochtief AG [54.21% (>50% 
owned by ACS)], US (4%), 
others (3%) 
Acciona Infrastructure 
Australia Pty Ltd Acciona SA 
Spanish (90%), US (6%), 
China (0.16%) 
Ferrovial Agroman (Australia) 
Pty Ltd Ferrovial Agroman SA Spanish  
Bouygues Travaux Publics Bouygues Construction French (100%) 
Ghella Pty Ltd Ghella SpA Italian 
Laing O’Rourke Australia 
Construction Pty Ltd Laing O’Rourke UK 
Source: Refer to Appendix 5 
Tier 1 firms’ M&A strategy affects the level of competition in the road, bridge 
and tunnel sector in Australia. On the one hand, for instance, Thiess Pty Ltd and John 
Holland Pty Ltd are fully owned by the Leighton Group; thus, both of these firms are 
the sister concerns of Leighton Contractors Pty Ltd. On the other hand, Baulderstone 
Pty Ltd and Australian Abigroup have been acquired by Bilfinger Berger AG, which 
merged with the global giant contractor, Lend Lease. Therefore, this M&A process 
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indicates a concentrated market in Australia, and a potential lack of competition in 
major road, bridge, and tunnel projects.  
Furthermore, in the Australia’s road, bridge, and tunnel sector, major 
infrastructure projects are often considered as Private Partnership Projects (PPPs). 
This has made the sector even less competitive, perhaps moving towards a duopoly 
similar to some other sectors, amidst and in the wake of the Global Financial Crisis 
(GFC) (Runeson & de Valence, 2008). There are examples of projects that have been 
switched from a proposed PPP to a more traditionally funded project due to high 
bidding costs [Office of KPMG Corporate Finance (Aust) Pty Ltd., 2010]. Since the 
GFC, there have been limitations in debt financing from banks and a contraction in 
equity in the market.  
In Australia, very few contractors are able to raise the necessary level of 
finance. Thus, there is a significant gap in terms of revenues between the top tier 1 
firms and the rest of the Tier 1 firms (as shown in Appendix 5). In addition, the 
M&As among the top Tier 1 firms worsen the current climate because any 
movements of holding companies across these top tier contractors to integrate and 
rationalize their businesses can  result in a reduced number of separate bidding 
entities. Therefore, at least in partial response to the lack of competition in the PPP 
market, the Federal government has noted its desire to see new foreign entrants into 
the Australian public sector major infrastructure market (Cameron, 2008; Hepworth, 
2010; Infrastructure Australia, 2011). At the same time, the Australian Constructors 
Association (ACA, 2013) expresses their dedication, among other goals, to making 
the construction industry in Australia more competitive.  
Most of the MNCs which have entered the Australian market by establishing 
subsidiaries or by acquiring shares in its road, bridge, and tunnel sector are from 
European regions (France, Germany, Italy, UK, and Spain), as indicated by Table 
1.1. In contrast, ENR (2010) shows that two of the four countries which contribute 
more than a few MNCs with a turnover in transport (including roads, bridges and 
tunnels over USD one billion) – namely China and Japan– are largely absent as 
bidding entities in Australia. However, Table 1.2 shows that among the top tier 
countries who are present in Australia, only the Spanish contractors (Acciona and 
Ferrovial) display a material presence in Australia’s NPS (2012). In other words, at 
present only the Spanish contractors exist in this market as subsidiaries and can 
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potentially contribute in a structural way to competition as a head/lead contractor and 
sole bidding entity.  
In summary, therefore, there is a severe lack of the world’s largest MNCs in 
the Australian road, bridge, and tunnel sector (as observed in Table 1.2), particularly 
MNCs from China and Japan. These observations are contrary to comprehensive 
research (Delios & Beamish, 2005; Yin & Choi 2005) that shows that multinationals, 
including those from China and Japan, tend to focus and expand first in their own 
region and then globally. Returning to Rugman’s theory of regionalisation, which 
holds that the growth of multinational firms is a triad based regional one, however, a 
different pattern is observed in the case of the of the road, bridge and tunnel sector in 
Australia. 
Table 1.2. List of countries with top-tier firms in transportation industry  
# Country No of firms ( transportation industry revenue is greater 
than USD 1.2 billion) 
1 China 9 
2 Japan  6 
3 Spain 6(of these 2 listed in NPS, 2012) 
4 US 4 (of these 1 listed in NPS, 2010) 
 Sub-Total (1-4) 25 (around 60% of top 50 global civil contractors) 
5 France 3 
6 Austria 2 
7 Brazil 2 
8 Germany 2 
9 Greece 2 
10 Italy 2 
11 Korea 2 
12 UK 2 
13 India 1 
14 Luxemburg 1 
15 Netherland 1 
16 Sweden 1 
 46 
Source: ENR, 2010 
1.1.6 Summary 
In terms of major road, bridge and tunnel projects, Australia, as a host country, 
appears to provide an unusual case (that is, compared to Japan and China) in that its 
patterns of multinational enterprise differ from those presented in previous research. 
That is, the observed pattern of MNC in Australian NPS is inconsistent with 
Rugman’s (2000, p. 2) finding that globalisation is a myth, and that “we do not really 
have a global economy, but a triad-based regional one.” In this regard, Li (2005) 
recommends consideration of the substantial differences between service firms and 
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other industries, and the analysis of in-depth case studies of internationalization 
processes to obtain a better “understanding of the choice and implementation of a 
regional strategy vis-à-vis other international strategies.”  
Li’s recommendation provides a research gap and opportunity to make a 
significant contribution to explaining patterns of MNC activity, and to do this 
through the lens of the unusual pattern of MNCs in the major road, bridge, and tunnel 
sector in Australia. Furthermore, the extreme market conditions of this sector – in 
terms of structure, conduct and performance – offer the potential for this research 
investigation to make a significant practical advance in our understanding of the 
ways in which the sector might become more attractive and more competitive. 
Indeed, the latter appears to be the wish of both the federal government and large 
contractors in Australia. 
1.2 LITERATURE CONCERNING MULTINATIONAL CONTRACTING 
With the globalization of the world economy, multinational construction companies 
are growing fast and expanding their businesses around the world. Owing to this 
booming international construction market, research on various aspects of 
international construction has been prolific (Yang & Lu, 2013). However, to date 
very little research has been conducted on multinational contracting. Table 1.3 
summarizes some of the literature related to international construction. 
Table 1.3. Literature related to international construction 
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Among these international construction studies, a number of researchers focus 
on the current globalisation trend of construction industries (de Valence, 2003; 
Najjar, Love & Runeson, 2012; Nazzar, 2010; Yang & Lu, 2013; Raftery et al., 
1998; Zhang & London, 2011). More specifically, Raftery et al. (1998) studied the 
current trend of globalisation and international developments in the construction 
sector in the Asian region. Based on the extent and implications of changes in the 
ownership structure of major contractors and sub-contractors, de Valence (2003) 
investigated the trend of globalisation in both the Australian and international 
markets. Others examined the performance of multinational contracting firms in the 
international construction market: Jin, Deng, Li and Skitmore (2013); Ofori (2003); 
Ye, Lu, and Jiang (2009); and Zhao and Shen (2008). However, the determinants of 
location choice (where to enter) and entry choice (how to enter) of MNCs in the 
process of internationalisation are not considered in these studies. 
Some research has investigated the entry mode strategies of construction 
multinationals in terms of outbound FDI context, and identified several host and 
home market-related and firm-specific factors (Chen, 2008; Chen & Messner, 2009; 
2011; Li, Jin, Li, Liu, & Skitmore, 2013; and Ling, Ibbs, & Cuervo, 2005). In doing 
so, these studies mainly focus on valuable managerial implications of construction 
multinationals in selecting the entry mode into individual foreign markets. They also 
show how different entry strategies vary across different types of firms, in different 
entry situations. In contrast, Panibratov (2009) examined entry mode strategies of 
foreign contractors in the Russian market. In doing so, he fixed the Russian market 
as a host location and then studied how foreign construction multinationals entered 
this market; how they responded to the internationalization attempts of Russian 
firms; what factors affected and explained their results (both successes and failures); 
and how these factors can be evaluated.  
Although entry mode selection or strategy is a very important issue from an 
international business perspective, it is the downstream decision to select a host 
market and commit FDI. These studies do not focus on the upstream decision. Thus, 
foreign market selection, which is an important issue in global expansion and market 
diversification, has thus far only been researched by international business and 
marketing scholars (Andersen & Strandskov, 1998; O'Farrell & Wood, 1994; and 
Papadopoulos & Denis, 1988).  
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With regard to foreign market selection strategies, there are only six studies 
available in the context of multinational contracting (as shown in Table 1.3). 
Specifically, Crosthwaite (1998) completed an empirical analysis in the context of 
the internationalisation process of British construction companies and identified that 
British firms mostly dealt in the well-developed, rather than developing, markets. 
Moreover, Giritli et al. (1990) identified the key factors that allowed Turkish firms to 
penetrate international markets. In addition, Abdul-Aziz (1994) compared the 
international strategies of Japanese and American firms. El-Higzi (2002) investigated 
the patterns of trade flow of Australian construction companies in international 
context, and El-Higzi (2004) determined some significant factors that influence 
Australian companies to target foreign market, based on firm related factors, and host 
and home market related factors. Similarly, Ling and Kwok, (2006) focused on firm-
specific variables (which are objectively measurable) that help Singaporean firms to 
internationalize their services. In summary, all of these studies mainly identify a list 
of factors that influence MNCs in choosing foreign markets. However, none of these 
studies developed a framework to systematically guide the multinational contractors 
in choosing a foreign location. Moreover, all of these studies are conducted in the 
context of outbound FDI. 
Gunhan and Arditi (2005a; 2005b) took a wider view of globalization in 
construction by developing an international expansion decision-making model to 
guide a multinational contractor’s choice of foreign location. Gunhan and Arditi’s 
study used a combined approach of analytic hierarchy process (AHP) and Delphi 
technique. The model consists of two stages. In the first stage, the firm decides 
whether it is necessary for the company to internationalize or not, and then 
determines whether it possesses the resources to do so. If the outcome of this stage is 
positive, then the company implements the second stage. During the second stage, 
the firm compares the benefits and drawbacks of a foreign market and, if the 
outcome is positive, it can then proceed to choose the entry mode. The study 
provides a better understanding of foreign market selection strategies for MNCs than 
other studies have provided; however, the study does not employ any social science 
knowledge in its theory building effort.  
Although literature on market selection/evaluation, entry mode selection, and 
project go/no-go decisions are closely related in multinational contracting, each area 
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is concerned with different issues (Chen, 2008). Overall, this review suggests that 
there is a lack of multinational contracting literature specifically related to foreign 
market selection by MNCs. More specifically, a comprehensive theoretical 
framework for the selection of foreign location (in the context of multinational 
contracting) that integrates knowledge from the Social Sciences (such as economic 
and geography/location theory) is absent from previous studies. As most of the MNE 
theories originate from the manufacturing industry, very few are well suited to 
service industries such as construction, which has unique characteristics (as 
explained in Section 1.1.4.3). Hence, there is a severe lack of development and 
deployment of multinational enterprise (MNE) theory from mainstream economics 
and international business in the context of multinational contracting. 
The cross border activity of MNE theories is considered the heart of the IB 
literature. Several IB Scholars (Peter Buckly, Mark Casson, Alan Rugman, John 
Dunning) have made substantial advances by developing various MNE theories over 
the decades (since the 1980s) to explain the reasons behind MNEs cross border 
activities and growth, based on a mix of economic, geographic/location theory. Of 
these theories, Dunning’s (1980) eclectic paradigm is at the core of MNE. Dunning 
(1980; 1981; 1988; 1993; 2000; 2008b) attempted to bring all IB phenomena and IB 
related theories under the eclectic paradigm in a series of publications (Eden & Dai, 
2010; Rugman, 2010). Therefore, this paradigm remained the dominant analytical 
framework for accommodating a variety of economic theories concerning the 
determinants of FDI and the foreign activities of MNEs for over three decades 
(Caves, 1996; Dunning, 2002)  
Dunning’s (1980) eclectic paradigm – the OLI paradigm – provides an 
analytical framework for the study of MNEs in terms of their ownership (O), 
locational (L) and internalisation (I) advantages in the international market. ‘O’ 
advantages cover the extent and nature of the ownership-specific or competitive 
advantages of the multinational firms vis-a`-vis those of uninational firms (Dunning, 
1988). ‘L’ advantages concern the extent and nature of location-specific or 
competitive attractions offered by countries to create or add further value to these 
competitive advantages. ‘I’ advantages represent the extent to which these 
advantages, including those arising from multinationalism, are best internalised by 
the firms themselves, rather than marketed directly through exporting or licensing to 
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foreign firms (Dunning, 1988). Furthermore, these OLI factors are in the context of 
four types of motivation, namely, Natural Resource Seeking (RS), Efficiency 
Seeking (ES), Market Seeking (MS), and Strategic Asset or capabilities Seeking 
(SAS). Based on these types of motivation, the OLI paradigm has as its focus the 
reasons why firms invest abroad rather than at home, and the explanation of patterns 
of FDI across countries. Therefore, the paradigm offers a rich conceptual framework 
for explaining the form and growth of MNE activity, as well as the way in which 
such activity is organised (Dunning, 2008b). 
As already mentioned, the OLI paradigm was mainly developed for the 
manufacturing industry; however, Dunning (1989) has explicitly explored the 
application of the framework to the service sector, including construction. Dunning 
(2000, p. 164) also believed that, “combining the knowledge of individual 
parameters of the OLI paradigm including the home and host countries economic, 
political, cultural and geographical differences, it is possible to derive a wide range 
of fairly specific and operationally testable theories.” Therefore, the OLI paradigm 
can be deployable in the context of multinational contracting. However, the paradigm 
needs to be redefined in terms of the O, L and I advantages; that is, it needs to be 
redefined in terms of the operationalisation of suitable management and economic 
theories (as advocated by Dunning) in the context of construction, and based on the 
types of motivation that reflect this sector. 
In summary, the importance of this area of study, and the weaknesses in 
current international construction research – and, specifically, in terms of the dearth 
of empirical work on the question of selecting overseas location and patterns of 
MNC activity – have been highlighted above. These factors provide the research 
scope and opportunity to contribute significantly to theory, method and practice by 
deploying and advancing the OLI paradigm in the context of the Australian public 
road, bridge and tunnel sector (as explored in Section 1.1.5). 
1.3 AIM OF THE RESEARCH 
The aim of this research is to investigate the determinants of the willingness of 
multinational contractors to bid for Australian public sector major road, bridge and 
tunnel projects.  
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1.4 OBJECTIVES OF THE RESEARCH 
In order to address the research aim, the overall research objective is to develop and 
test Dunning’s OLI paradigm in the context of in-bound FDI in multinational 
contracting, and in terms of MNC into public sector road, bridge and tunnel projects 
in Australia.  
More specifically, the objectives comprise: 
1. An assessment of the Dependent Variable (DV) FDI from two perspectives: 
firstly, in terms of the attractiveness of the host market as an upstream proxy of 
the FDI and, secondly, in terms of actual FDI. The first approach to assessing 
FDI (attractiveness) is a new approach to measuring FDI, and is prompted by the 
unique characteristics of multinational contracting and the associated tendency 
to grow via horizontal integration.  
2. An assessment of the effect of the Independent Variable (IV) ‘O advantages’ on 
the DV by deploying Resource Based Theory (RBT). Barney (2002, p. 208) states 
the RBT hypothesis as follows:  
When another firm has valuable, rare and costly to imitate resources and 
capabilities that are too costly to acquire, non-hierarchical (externalisation) 
may be preferred in spite of significant threats of opportunism. Firms should 
vertically integrate into business functions (internalise) where they enjoy a 
competitive advantage.  
Based on this hypothesis, the O advantages possessed by MNC can be 
linked with the DV to develop the RBT hypothesis in the context of MNC, as 
described later in Chapter 3. The refined hypothesis of this research, therefore, is 
as follows: 
Hypothesis 1: The more competitive the advantage of the home MNC arising 
from its O resources (when compared to the O resources of the domiciled 
Australian (host) contractors and rival home MNCs) to deliver and manage a 
major public sector road, bridge and tunnel project in Australia, the more 
likely that the home MNC will be attracted to the Australian (host) market, 
and the more likely it is that the actual FDI by this home MNC into this 
Australian market will be observed. 
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3. An assessment of the effect of the IV ‘L advantages’ on the DV by deploying and 
reconciling the measurement of two key dimensions of L advantages; that is, the 
dimension concerning the size of returns in the host market relative to the home 
market and all competing host markets, reconciled with the dimension reflecting 
the level of risk in the host market relative to all competing host markets. Based 
on this, the L advantages possessed by MNC can be linked with DV to develop 
the location-related hypothesis in the context of MNC, as stated below: 
Hypothesis 2: The more the home MNC perceives that the returns/profits 
available in the host market outweigh the set-up and delivery costs or 
investment risks in the host market, the more likely that the home MNC will 
be attracted to the Australian (host) market, and the more likely that actual 
FDI in this market by the MNC will be observed.   
4. An assessment of the effect of the IV ‘I advantages’ on the DV by deploying 
Dunning and Lundan’s (2008b) proposition concerning I advantages; that is, the 
I factor (or internalisation decision) is not considered to be a series of individual 
and dichotomous make-or-buy decisions at the level of discrete activities. 
Rather, internalisation is considered at a whole-of-supply level, and in terms of 
some mix of make and buy decisions. Dunning and Lundan’s (2008) approach 
resonates strongly in the context of this research, as the MNC is faced with 
externalising at least some significant part of construction activity and 
leveraging the local supply chain in order to deliver the project efficiently and 
remain competitive. Hence, if the MNC is attracted to the host market and 
contemplating FDI, and considering the issues of project immobility and 
location specificity (mentioned above), the question is not then whether to FDI 
or export or licence; rather, the question is how much the MNC internalises the 
host market’s supply chain and how much it externalises the host market’s 
supply chain. Based on this, the I advantages possessed by the MNC can be 
linked with the DV to develop Dunning and Lundan’s (2008b) proposition in the 
following way: 
Hypothesis 3: The more the home MNC perceives the host market’s supply 
chain to be a positive resource, the more likely that the home MNC will be 
attracted to the Australian (host) market, and the more likely actual FDI by 
the MNC into this market will be observed. 
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1.5 JUSTIFICATION FOR THE RESEARCH 
1.5.1 Theoretical Contributions  
This research presents the first empirical testing of: 
• A theoretical framework developed to operationalize OLI theory specifically in 
the context of MNC, and incorporating various management and economic 
theories in respect of the IVs in the OLI paradigm. In the process, this framework 
reveals, for the first time, the relative importance of OLI factors. This is progress 
that Seymour (1987) indicated would be very difficult to achieve. Thus, the 
research is in pursuance of his call to significantly advance the OLI framework in 
the construction context, and to increase our understanding of the FDI decision. 
• Dunning’s OLI theory on the issue of in-bound FDI in multinational contracting, 
which is achieved by virtue of the first empirical study to fix both the host and 
the home countries in this context.  
1.5.2 Research Methods 
The research also represents a number of new approaches to method. This is the first 
empirical study to develop in the context of MNC:  
• An alternative approach to assessing FDI that is prompted by the unique 
characteristics of multinational contracting and the associated tendency to grow 
via horizontal integration. That is, FDI is measured in attractiveness, as well as 
by using the orthodox approach to measuring FDI by observing actual FDI.  
• An assessment of the IV O advantages using RBT. As stated in Barney (2008), 
RBT has four key attributes, namely, value, rare, imitability, and organisation. By 
operationalizing RBT on O advantages, the competitive advantages of MNCs 
over the local host contractors are identified in terms of these four attributes. 
Thus, the term ‘value’ refers to the key resources that are not only necessary, but 
also valuable in the planning and coordination of core activity in the construction 
process. The term ‘rare’ refers to the resources that give the MNC competitive 
advantages relative to three tiers of domiciled Australian contractors, while the 
term ‘costly to imitate’ refers to the resources that are unique to the home MNC 
and costly to imitate by their rival (Tier 1) home contractors. Through this 
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analysis, the competitive advantages of host or home contractors relating to 
project size and complexity can be measured. 
• An assessment of the IV L advantages using two dimensions comprising risk and 
return. On the risk dimension, measures are developed to surface the extent to 
which the internal management costs increase due to adaptation costs in the host 
market. This logic is based on Coase’s transaction cost theory. With reference to 
the logic of Transaction Cost Economics (TCE), Rugman and Verbeke (2005, p. 
13) describe these costs and risks as location-specific linking investments, arising 
from asset specificity or distance of various kinds between home and host 
location. This asset specificity in terms of host/home induced culture, 
administrative, geographic and economic (CAGE) distances are considered in 
order to measure the risk dimension. On the other hand, the return dimension of 
L advantages is measured by deploying Porter’s five forces model. In this way, 
the return available in the road, bridge and tunnel sector in Australia (host 
country) can be compared with the return available in the home MNC’s domestic 
market. Based on the relative size of return and risk available in the host market, 
L advantages can be measured. 
• An assessment of the IV I advantages using a global measure of hold-up, and at 
the level of the whole-of-supply chain in accordance with Dunning and Lundan’s 
(2008b) dichotomous approach.  
1.5.3 Practical Implications 
The research also offers important practical contributions both from the perspective 
of MNCs, including Australia-based MNCs, and governments in Australia. 
Specifically, for the first time, this study provides MNCs – including Australian 
MNCs contemplating FDI outside Australia – with a model to determine their 
decision to bid (or not to bid) for a project in an overseas location new to the MNC, 
and/or to guide their search for, and selection of new overseas location(s) in which to 
consider bidding for projects.  
From a government perspective, this study identifies which MNCs are more 
interested in bidding for Australian public sector major infrastructure projects. More 
specifically, the study provides the Australian federal government with an advanced 
understanding of how and to what extent Australian major road, bridge or tunnel 
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projects can be made more attractive to MNCs in Australia’s region and, in 
particular, to China and Japan. More broadly, host countries that are similar to 
Australia can also benefit from the outcomes from this research in terms of 
increasing the attractiveness of their infrastructure projects. 
1.6 METHODOLOGY 
All of the developed research hypotheses revolve around the testing of OLI theory. 
Moreover, RBT is operationalized to measure O advantages, while TCE theory and 
Porter’s five forces model are operationalized to measure the risks and return 
dimensions of the L advantages. This section sets out the approach or methodology 
used to achieve the research objectives and test the related hypotheses. Before 
proceeding, however, it is necessary to clearly distinguish the concepts of ‘methods’ 
and ‘methodology’  
1.6.1 Methodology versus Methods 
According to Runeson and Skitmore (1999, p. 39), ‘methodology’ refers to the 
standards and sequential steps of orderly thoughts applied to a particular scientific 
decision. In contrast, ‘methods’ refers to techniques used to collect and analyse data. 
Theories that are applied in this study context are mainly from the Social Sciences; 
therefore, fundamental methodological issues related to ontology – the representation 
of concepts and individual perceptions – need to be addressed.  
1.6.2  Ontological Perspective 
In terms of the deployment of OLI theory, this study adopts the same ontological 
perspective as that adopted by other social scientists who have previously applied 
OLI theory. Ontology is the nature of reality (Hudson & Ozanne, 1988), and the 
ontological rationalism or realism perspective is considered in this study. The 
common denominator across the phenomena pertaining to OLI theory is the survival 
of the firm in the foreign (host) market via at least normal profits greater than its 
home market. Thus, an objective approach to the truth or reality is suitable in this 
study because of the tangible measurement characteristics of financial outcomes 
concerning profit. Although the financial outcome is observable, the ways of 
obtaining this outcome depend on behavioural attributes that are not easily visible.  
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According to scientific theory, under certain circumstances, any statement 
backed up by beliefs about unobservable entities can be considered as approximately 
true, and this is the unique trait of realism. Thus, Runeson and Skitmore (1999, p. 40) 
explain realism as follows: Suppose, as a given, that A (representing theories such as 
OLI) cannot be known to be true, as it incorporates unobservable elements; however, 
the fact that B (the outcomes predicted by A) is true is consistent with, and increases, 
the probability that A is also true. This approach is known as ‘the inference to the 
best explanation’ (Aronson, 1984; Godfrey & Hill, 1995). Based on MNCs’ overseas 
business motivation assumptions, which are mostly unobservable but cannot be 
falsified, this research tests the social science theories. 
1.7 DELIMITATION OF SCOPE AND KEY ASSUMPTIONS 
1.7.1 Theoretical Scope 
This research comprises a cross sectional study and, therefore, deploys the OLI 
theory in its static form. Furthermore, the operationalising of RBT and Coase’s 
internal transaction cost theory in the OLI framework is also considered in its static 
form. As the construction multinationals are profit-oriented organisations, only 
market seeking (MS) and efficiency seeking (ES) motivations of MNCs are 
considered as underlying assumptions when developing the theoretical framework 
for the multinational contracting context. This approach is consistent with the 
horizontal integration of MNC’s firm in the host country, as described in Section 
2.2.4. 
1.7.2 Practical Assumptions 
The practical assumptions that are made in developing and testing the OLI 
framework in the context of inbound FDI to Australia are explained as follows:  
• As the aim of the research is to investigate the determinants of the willingness of 
MNCs to bid for Australian major public sector infrastructure projects, this study 
focuses on MNCs operating in the major road, bridge and tunnel sector. 
• This study is delimited to MNC bidding and delivering project as a head 
contractor as a single entity bid or as co-head contractor in a collaborative bid to 
issue of structural competition. 
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• The targeted MNCs are capable of delivering infrastructure projects (road, bridge 
and tunnel) valued at (at least) AUD 50 million around the globe. 
• In order to achieve analytical generalisation (Yin, 2004) in the use of case 
studies, this research considers MNCs from four home countries, namely, Spain, 
US, China and Japan. As stated previously (Table 1.2), these four home countries 
contribute the greatest number of the world’s largest MNCs in the sector 
concerned. 
1.8 THESIS OUTLINE 
Chapter 2 incorporates a review of the literature related to Dunning’s eclectic 
paradigm. In doing so, the chapter first gives a brief review of the literature related to 
MNE and MNE activity. Then, grounded in these MNE theories, it illustrates the 
dominance of Dunning’s eclectic paradigm in explaining the origin, growth, and 
pattern of foreign value-adding activities of MNEs across home market national 
boundaries. The chapter then establishes the applicability of Dunning’s eclectic 
paradigm to several industries, including the construction industry. Thereafter, the 
chapter provides an assessment the OLI literature in the context of multinational 
contracting, and identifies the research gap in the area. 
Chapter 3 describes the theoretical development of the eclectic paradigm in the 
context of multinational contracting and, more especially, with regard to inbound 
FDI to Australia. In doing so, this chapter develops the theoretical framework and 
research hypotheses for the study. 
Chapter 4 sets out the overall research methods, including the data collection 
and analytical techniques used in the study to test the research hypotheses. First, the 
multiple methods and sources of data collection are justified, and the case study 
questionnaire design and development are described. Thereafter, the overall case 
study design and analytical approaches, including the techniques used to validate the 
results, are discussed. 
Chapter 5 demonstrates the overall case study analysis. In doing so, it first 
analyses the case study results on a country-by-country basis, and then incorporates 
and summarises all cases to represent the cross-country analyses. Hence, this chapter 
facilitates an assessment of the extent to which the data either support or contradict 
the research hypotheses.  
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Chapter 6 discusses the overall research findings based on the case study 
analyses and then draws conclusions. First this chapter establishes the link between 
the analytical results obtained from Chapter 5 and the theory developed in Chapter 3. 
Thus, this chapter identifies and describes the most important factors that have the 
most explanatory power to measure the attractiveness of a host market. Moreover, 
the chapter emphasizes the theoretical developments provided by this research, its 
contributions to research method, and its practical implications. It concludes with 
recommendations for future research. 
1.9 SUMMARY 
This chapter describes the research background and objectives, which are informed 
by the literature most closely related to multinational contracting. The chapter 
justifies the research objectives, and the reasons behind the selection of Dunning’s 
OLI theory to explain the inbound FDI in multinational contracting in terms of 
theory, research methods, and practical implications. This chapter also provides a 
brief application of methodology, and the key assumptions made in this research. 
Finally, this chapter outlines the thesis contents. 
In summary, the absence of MNCs from China and Japan in the road, bridge 
and tunnel sector in Australia provides an unusual case when compared to the 
regional practices of multinational business firms in all types of industries (including 
service). Indeed, research shows that Japanese MNCs are operating in the US market 
and in the African market, which are outside of their regional markets. Therefore, 
this unusual case of a lack of Japanese and Chinese MNCs in Australia indicates the 
research necessity to identify the determinants of the willingness of MNCs to 
undertake inbound FDI to Australia.  
Recent M&As of some Tier 1 Australian firms under two big parent firms, and 
in the context of the GFC (2008), conglomerately contracted the market and 
consequently reduced the competition in the Australian road, bridge and tunnel 
sector. Therefore, the Federal Government of Australia has noted its desire to see 
new foreign entrants in order to increase the competition in the market. At the same 
time, the domiciled Australian contractors are also committed to increasing the level 
of competition.  
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There is a substantial lack of construction literature in the context of inbound 
FDI in multinational contracting. Moreover, research related to outbound FDI mainly 
focuses on entry mode strategies that are downstream of FDI decision. In addition, 
most of the multinational business theories originate from the manufacturing industry 
and are not suitable to deploy directly for service multinationals. Hence, a framework 
that incorporates social science theories to guide construction multinationals in 
selecting overseas locations is lacking. All of these factors point to the need for 
research in the context of multinational contracting.  
This study aims to address the above-mentioned weakness in practice and 
theory by deploying an economic theory (Dunning’s OLI theory) in the context of 
multinational contracting. While OLI theory is the most renowned general MNE 
theory in the IB literature, it is less deployed in the context of multinational 
contracting. By taking this approach, this study also operationalizes New 
Institutional Economics (NIE) theories such as transaction costs theory, and strategic 
management theories such as RBT, in the OLI paradigm. 
The following chapter mainly focuses on the significance of Dunning’s OLI 
theory. As Dunning’s OLI paradigm incorporates all of the economic theories under 
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Chapter 2: Literature Review 
2.1 INTRODUCTION 
This chapter establishes Dunning’s OLI paradigm as the core theoretical framework 
in this thesis. As mentioned in Chapter 1, the OLI paradigm has remained the 
dominant analytical framework for accommodating a variety of economic theories 
and business theories concerning the determinants of FDI and the foreign activities 
of MNEs for over two decades.  
This chapter begins by articulating the key features of the OLI paradigm, 
including a listing of its antecedent economic and business literature in terms of the 
theories that Dunning has identified as relevant to each of the OLI factors, and in the 
context of four types of motivation he developed. This antecedent economic and 
business literature is then reviewed in order to select theories, from those identified 
by Dunning, that are best suited to be deployed in the context of multinational 
contracting in this research. This review also provides part of the platform to critique 
empirical work in the OLI paradigm, in particular, the body of empirical work that 
deploys the OLI paradigm in multinational contracting. This critique of empirical 
work in multinational contracting to date also includes an assessment of the extent to 
which the work has taken the unique characteristics of construction into account.  
Finally, the broad research opportunity mentioned in Chapter 1 – arising from a 
dearth of construction research on selecting overseas location and patterns of MNC 
activity through the lens of the OLI paradigm – is refined. That is, the peculiarities of 
construction and the important opportunities this sector offers to inform the 
development of the OLI paradigm are highlighted, as are the opportunities to select 
various theories and develop these theories to more precisely test the effect of the 
OLI factors on FDI. 
2.2 KEY FEATURES OF THE OLI PARADIGM 
2.2.1 The OLI paradigm: Origin and Logic 
Dunning’s OLI paradigm offers a general framework for determining the extent and 
pattern of both inbound and outbound FDI. As outlined by Dunning (2008b, p. 95), 
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“unlike internationalisation theory, it does not purport to be a theory of the MNE per 
se, but rather a paradigm which encompasses various explanations of the activities of 
enterprises engaging in cross-border value-adding activities”. Dunning also mentions 
that the eclectic paradigm proposes a conceptual framework, which describes not 
only ‘what is’ but also ‘what should be’, as well as the level and structure of the 
foreign production of MNEs. In order to explain MNE activities, both 
macroeconomic theory of international trade and a microeconomic theory of the firm 
are considered in the theory building efforts of the eclectic paradigm. The structure 
of markets, transaction costs, and the managerial strategies of firms are also taken 
into consideration to explain the determinants of international activities.  
Based on industrial organisation, location and internalisation theories, Dunning 
(1980, 1981, 1988, 2000) developed the Ownership factor (O), the Location factor 
(L), and the Internalisation factor (I) as the most significant and sufficient conditions 
to explain the origin, growth and logic of FDI by MNEs. Dunning incorporates all 
MNE’s theories under the OLI ‘big tent’.  
By the mid-1980, Dunning (1981, p. 32) named this OLI tent ‘the eclectic 
paradigm’, and provided three main reasons for the use of this term. The first reason 
is that the paradigm was developed from the three mainstream theories of MNEs, and 
acts independently to explain the MNE activities in foreign production: industrial 
organisation theory, location theory, and market failure theory. The interdependency 
of these theories within the paradigm makes it more flexible to deploy in theoretical 
and empirical studies in the context of multinational business (Seymour, 1987). The 
second reason is that the OLI paradigm is relevant to three types of foreign 
production (as mentioned in Section 1.2), namely, MS, ES, and RS. Dunning (1993) 
later added SAS FDI. The third reason is that the OLI paradigm embraces the three 
main vehicles of foreign involvement that enterprises use; that is, direct investment, 
exports, and contractual arrangement such as licensing. Additionally, the paradigm 
explains which vehicle of foreign involvement is likely to be preferred by MNEs for 
international production. 
The most important achievement of Dunning’s OLI paradigm is that it 
represents the strong interaction and interdependence of the O, L, and I factors 
(Seymour, 1987). Moreover, these three factors within the OLI paradigm are derived 
from various MNE theories. For example, the O advantages might not only replicate 
 Chapter 2: Literature Review 35 
the monopolistic advantages in H-K theory, but also the product differentiation 
advantages, as in Caves (1971). The oligopolistic strategy was identified by 
Knickerbocker (1973) and others (refer to Table 2.8). Similarly, the L advantages 
may be traced back from the neoclassical international trade theory to the factor 
endowment and Ricardo’s comparative cost theory (refer to Table 2.9). Lastly, I 
advantages are explicitly taken from internalisation theory and transaction cost 
theory (refer to Table 2.10). Therefore, the incorporation of several MNE theories 
under each of the sub-paradigms makes the OLI paradigm a ‘big tent’ of 
complementary theories. 
2.2.2 OLI Variables 
The OLI paradigm is designed to represent the key factors that affect the MNE’s 
decision to seek FDI. These three potential sources of advantage are explained by 
Neary (n. d., para 2): 
The ownership advantages address the question of why some firms but not 
others go abroad, and suggest that a successful MNE has some firm-specific 
advantages, which allow it to overcome the costs of operating in a foreign 
country. The location advantages focus on the question of where an MNE 
chooses to locate. The third factor is internalisation advantages and 
influences how a firm chooses to operate in a foreign country, trading off the 
savings in transactions, hold up and monitoring costs of a wholly-owned 
subsidiary, against the advantages of other entry modes such as exports, 
licensing, or joint venture.  
2.2.2.1 Ownership (O) advantages 
Dunning states: 
The capability and willingness of one country’s enterprises to supply either a 
foreign or a domestic market from a foreign location depends on their 
possessing or being able to acquire certain assets not available or, not 
available at such favourable terms, to another country’s enterprises. Such 
assets may refer to as ownership-specific advantages or O advantages 
because these advantages are assumed to be unique to firms of a particular 
nationality of ownership. Dunning (1993, p. 77) 
In other words, Dunning explains that “O advantages give MNEs a net 
competitive advantage over local firms in the host country, enabling them to 
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overcome the costs of doing business abroad and to be successful” (Eden & Dai, 
2010, p. 16). There are three types of firm specific ownership advantages (Dunning, 
1981). Type 1 advantages (such as a firm’s size, monopoly power, resource 
capability, and usage) are potentially available to all firms in the same location. In 
contrast, Type 2 advantages come from being a part of a multi-plant enterprise, and 
Type 3 advantages come from multinationality. However, both Type 2 and 3 
advantages are derived from being part of a multinational group rather than a de 
Novo firm (Eden & Dai, 2010). Furthermore, Dunning considers that these Firm-
specific Advantages (FSAs) mainly derive from the Country-specific Advantages 
(CSAs), which comprise factor endowment, institution, and government policies of 
the home country. However, O advantages need to be non-location bound or mobile 
in order to generate profits in cross border transactions (Dunning, 1980). 
In responses to changes in global economies, as well as criticisms of 
internalisation theorists (Rugman, 1980; Itaki, 1991), Dunning developed and 
modified the O advantages over the last four decades and divided them into three 
groups: Oa (asset based) advantages, Ot (transactional based) advantages, and Oi 
(institutional based) advantages. More specifically, the Type 1 advantage is defined 
as an Oa advantage, and Types 2 and 3 are grouped to represent Ot advantages. The 
Oi advantage is a function of the link between the firm and the host country. Table 
2.1 illustrates Oa, Ot , and Oi advantages. 
In simple terms, Oa advantages represent FSAs due to “exclusive possession 
and use of certain kinds of income generating assets,” and Ot advantages represent 
the “ability to co-ordinate separate value added activities across national boundaries, 
and the capacity to reduce environmental and foreign exchange risks” (Dunning, 
1988, p. 25). In contrast, Oi advantages are seen as separate and distinct from the Oa 
and Ot advantages. Dunning and Lundan, (2008a) describe Oi advantages:  
as a galaxy of internally generated and externally imposed incentives, 
regulations and norms, each of which may effect all areas of managerial 
decision taking, the attitude and behaviour of firm’s stakeholders, and of 
how each of these relates to the goals and aspiration of other economic and 
political actors in the wealth creating process. Dunning and Lundan, (2008a, 
p. 582) 
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Table 2.1. The O sub-paradigm of international production  
Adapted from the book “Multinational enterprises and the global economy (2nd ed.),” by J. H 
Dunning, and S. M Lundan. Reprinted with the permission from S. M Lundan, Copyright © Dunning, 
J. H, and Lundan, S. M, Edward Elgar publishing, May 1, 2008.  
O-specific 
advantages 
O advantages of an enterprise of one nationality (or affiliates of same) over 





• The resource (asset) structure of the firm  
• Product innovations, production management, organisational and marketing 
systems, innovatory capacity, organisation of work, non-codifiable knowledge 
(that is, the ‘bank’ of human capital experience: marketing, finance know-how; 
etc.)  










• Those that branch plants of established enterprises may enjoy over de novo firms  
• Those resulting mainly from size, product diversity and learning experiences of 
the enterprise (e.g. economies of scope and specialization)  
• Exclusive or favoured access to inputs (e.g. labor, natural resources, finance, 
information)  
• Ability to obtain inputs on favoured terms (e.g. as a result of size or monopolistic 
influence)  
• Ability of parent company to conclude productive and cooperative inter-firm 
relationships  
• Exclusive or favoured access to product markets  
• Access to resources of parent company at marginal cost  
• Synergistic economies (not only in production, but in purchasing, marketing, 
finance, and related arrangements specifically arising from multinationality)  
• Multinationality enhancement of operational flexibility through the offering of 
wider opportunities for arbitrating production shifting and global sourcing of 
inputs  
• More favoured access to and/or better knowledge of international markets 
• Ability to take advantage of geographic differences in factor endowments, 
government intervention, markets, etc.  
• Ability to diversify or reduce risks (e.g. in different currency areas, and creation 
of options and/or political and cultural scenarios)  
• Ability to learn from societal differences in organisational and managerial 
processes and systems  
• Balancing economies of integration needed to respond to differences in country-
specific resources and consumer demands 
(c) Institutional 
assets (Oi) 
• The formal and informal institutions that govern the value added processes within 
the firm, and between the firm and its stakeholders  
• Codes of conduct, norms and corporate culture; incentive systems and appraisals; 
leadership and management of diversity 
Source: Dunning & Lundan, 2008b, p. 101-102 
Table 2.1 shows the basic O factors that explain why firms go abroad. In order 
to test the kind of hypotheses implied in Table 2.1, Dunning (2008b) suggests a clear 
differentiation between three contextual or structural variables: variables that are 
country-specific; activity or industry-specific variables; and firm-specific variables. 
Based on these three types of variables, O advantages can be further categorised, as 
illustrated in Table 2.2.  
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Table 2.2. Illustrations of O advantages at country, industry and firm levels  
Adapted from the book “Multinational enterprises and the global economy (2nd ed.),” by J. H 
Dunning, and S. M Lundan. Reprinted with the permission from S. M Lundan, Copyright © Dunning, 




Country or region Industry or activity Firm 
Ownership 
 
• Factor endowments 
(e.g. resources and 
skilled labour), market 
size, character  





and training, industrial 
structure  
• Government attitudes 
towards internalisation 
of business and cross 
border alliances  
• The organisational 
culture and wealth-
creating ethos of a 
country  
• The nature of  
corporate governance 
and inter-firm rivalry 
and/or cooperation 
• Degree of 
technological 
intensity of product 
or process 
• Nature of 
innovations 




economies of scale) 
• Transaction 
economies (e.g. 
economies of scope) 
• Importance of 
favoured access to 
inputs and/or 
markets 
• The structure of the 
asset (resource) base, 
size, extent of 
production, process or 
market diversification 
• Extent to which 
enterprise is 
innovative and 
marketing oriented, or 
values security and/or 
stability (e.g. with 
respect to sources of 
inputs, markets) 
• Extent to which there 
are economies of joint 
production and 
entrepreneurial vision 
• Attitudes to risk 
taking and the 
strategy of asset 
accumulation and 
usage 
Source: Dunning & Lundan, 2008b, p. 106-107 
2.2.2.2 Location (L) advantages 
Dunning (1993, p. 78) states that, “the assets in terms of O advantages the firm 
possesses might be specific to a particular location as to be referred to as location 
specific (L) assets or location advantages in their origin and use, but available to all 
firms”. More specifically, L advantages are concerned with the characteristics of 
specific locations and, although location bound, are available to all firms that are 
physically and legally established in that location (Narula & Santangelo, 2012). 
Similar to Table 2.1, Table 2.3 shows the basic L factors that MNE need to 
consider when selecting a particular host market. Moreover, based on the three types 
of structural variables, these L factors can be further categorised. The FSAs mainly 
consist of the physical/geographical distance of a firm from its headquarters to host 
locations; easy access to networks of suppliers and customers (demand in the 
location and taste); host market potentiality in terms of size, competition and 
supportive industries; opportunities for knowledge spillover from the leading firm in 
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the host locations; and favourable industry policy. The industry specific advantages 
are related to income distribution, wage rate, size of the market, and all FSAs in the 
host location. In contrast, CSAs are more contextual and macro in nature, and mostly 
reflect the socioeconomic background, political environment, legal infrastructure, 
and regulation and policy. Further details of L advantages at country, industry and 
firm level are given in Table 2.4. 
Table 2.3. The L sub-paradigm of international production 
Adapted from the book “Multinational enterprises and the global economy (2nd ed.),” by J. H 
Dunning, and S. M Lundan. Reprinted with the permission from S. M Lundan, Copyright © Dunning, 
J. H, and Lundan, S. M, Edward Elgar publishing, May 1, 2008.  




home or host 
countries). 
• Spatial distribution of natural and created resource endowments and markets 
• Input prices, quality and productivity (e.g. labour, energy, materials, 
components, semi-finished goods) 
• International transport and communication costs 
• Investment incentives and disincentives (including performance requirements, 
etc.) 
• Artificial barriers (e.g. import controls) to trade in goods and services 
• Societal and infrastructure provisions (commercial, legal. educational. 
transport and communication) 
• Cross-country ideological, language, cultural, business, political differences. 
• Economies of agglomeration and spillovers 
• Economic system and strategies of government: the institutional framework 
for resource allocation 
Source: Dunning & Lundan, 2008b, p. 101-102 
These FSAs, industry-specific advantages, and CSAs of L are illustrated in 
Table 2.4. 
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Table 2.4. Illustrations of L advantages at country, industry and firm levels  
Adapted from the book “Multinational enterprises and the global economy (2nd ed.),” by J. H 
Dunning, and S. M Lundan. Reprinted with the permission from S. M Lundan, Copyright © Dunning, 




Country or region Industry or activity Firm 
Location • Physical and psychic 
distance between 
countries  
• Government intervention 
(e.g. tariffs, quotas, taxes, 
assistance to foreign 
investors or to own 
MNEs; e.g. Japanese 
government' s financial 
aid to Japanese firms 




• Origin and distribution 
of immobile resources 
• Transport costs of 
intermediate and final 
Goods/ product  
• Industry specific tariff 
and non tariff barriers  
• Nature of competition 
between firms in 
industry  
• Whether functions of 
industry activities can 
be split 
• Significance of 
'sensitive' 
locational factors (e.g. 




• Management strategy 
towards foreign 
involvement; age and 
experience of foreign 
involvement (position 
of enterprise in product 
cycle, etc.)  
• Psychic distance factors 
(culture, language, legal 
and commercial 
framework)  
• Attitudes towards 
centralisation of 
functions such as R&D 
and market allocation 
• Geographical structure 
of asset portfolio and 
attitudes to risk 
diversification 
Source: Dunning & Lundan, 2008b, p. 106-107 
2.2.2.3 Internalisation (I) advantages 
According to Dunning (1993): 
…market deficiencies, which may cause enterprises, be uninational or 
multinational, to diversify their value-adding activities, and, in so doing, 
realign their ownership and organisation of these activities. They do so 
partly to maximize the net benefits of lower production or transaction costs 
arising from common governance, and partly to ensure that they gain the 
maximum economic rent (discounted of risk) from the O advantages they 
possess. We shall refer such perceived advantages of hierarchical control as 
internalisation (I) advantages. Dunning (1993, p.79) 
In simple terms, I advantages explain why some firms externalise their 
particular activities to the market, while others more efficiently internalises these 
within the firm (Dunning & Lundan, 2008b). Moreover, I advantages indicate which 
resources firms should internalise in its favoured foreign location, so as to utilize its 
O advantages effectively. The details of I advantages are given in Table 2.5.  
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Table 2.5. The I sub-paradigm of international production  
Adapted from the book “Multinational enterprises and the global economy (2nd ed.),” by J. H 
Dunning, and S. M Lundan. Reprinted with the permission from S. M Lundan, Copyright © Dunning, 
J. H, and Lundan, S. M, Edward Elgar publishing, May 1, 2008.  




to circumvent or 
exploit market 
failure). 
• To avoid search and negotiating costs  
• To avoid costs of moral hazard and adverse selection, and to protect 
reputation of internalizing firm  
• To avoid cost of broken contracts and ensuing litigation 
• To mitigate buyer uncertainty (about nature and value of inputs; e.g. of 
technology being sold) 
• To compensate for the market’s disallowance of price discrimination 
• To protect the quality of seller’s intermediate or final products 
• To capture economies of interdependent activities (influenced by Ot) 
• To compensate for absence of future markets 
• To avoid or exploit government intervention (quotas, tariffs, price controls, 
tax differences, etc.) 
• To control supplies and conditions of sale of inputs (including technology) 
• To control market outlets (including those which might be used by 
competitors) 
• To be able to engage in practices, such as cross-subsidization, predatory 
pricing, leads and lags, transfer pricing as a competitive (or anti-competitive) 
strategy 
Source: Dunning and Lundan, 2008b, p. 101-102 
Based on three structural factors in terms of country, industry and firm levels, I 
factors can be further categorised, as illustrated in Table 2.6. 
 In summary, all of the factors in Table 2.5 and Table 2.6 highlight that I 
advantages mainly derive from an ability to reduce transaction costs, which can be 
achieved by leveraging the host market’s supply chain in vertical integration. 
Moreover, I factor links back to the firm’s O advantages, including motivation. 
Dunning and Lundan (2008b, p. 140) state that I factor “is directed at assessing the 
costs and benefits of alternative modes of exploiting and accessing O-specific 
advantages, however these are determined.” Therefore, I factor mainly revolves 





 Chapter 2: Literature Review 42 
Table 2.6. Illustrations of I advantages at country, industry and firm levels  
Adapted from the book “Multinational enterprises and the global economy (2nd ed.),” by J. H 
Dunning, and S. M Lundan. Reprinted with the permission from S. M Lundan, Copyright © Dunning, 




Country or region Industry or activity Firm 
Internalisation • Government 
intervention and extent 
to which policies 
encourage MNEs to 
internalise transactions 
(e.g. transfer pricing)  
• Government policy 
towards mergers  
• Differences in market 
structures between 
countries with respect 








infrastructure in host 
countries; and   
• Ability to absorb 
contractual resource 
transfers 




need to control 
sourcing 
of inputs or markets) 
• Extent to which 
internalizing 
advantages can be 
captured in contractual 
agreement (early and 
later stages of product 
cycle) 
• Extent to which use is 
made of ownership 
advantages (IBM with 
unilever type operation) 
• Extent to which local 
firms have 
complementary 
advantages to those of 
foreign firms  
• Extent to which 
opportunities for output 
specialization and 
international division of 
labour exist 
• Organisational and 
control procedures of 
the enterprise  
• Attitudes to growth and 
diversification (e.g. the 
boundaries of a firm's 
activities) 
• Attitudes towards 
subcontracting and 
contractual ventures 
such as licensing, 
franchising, technical 
assistance agreements 
• Extent to which control 




Source: Dunning & Lundan, 2008b, p. 106-107 
2.2.3 Key Propositions  
Dunning and Lundan (2008b, p. 99-100) note that the principal hypothesis of the OLI 
paradigm is that the level and structure of a firm’s foreign value-adding activities 
will depend on four conditions being satisfied. These four conditions are: 
1. The extent to which it (an enterprise) possesses unique and sustainable 
ownership (O) advantages vis-à-vis firms of other nationalities in the servicing 
of particular markets or groups of market .… 
2. Assuming that condition (1) is satisfied, the extent to which the enterprise 
perceives it to be in its best interest to add value to its O advantages, rather than 
to sell them (or their right of use) to independent foreign firms (These 
advantages are called ‘market internalisation (I) advantages’)…. 
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3. Assuming that conditions (1) and (2) are satisfied, the extent to which the global 
interest of the enterprise are served by creating, accessing or utilizing its O 
advantages in a foreign location (L)…. 
4. Given the configuration of the OLI advantages facing a particular firm, the 
extent to which a firm believes that foreign production is consistent with the 
long-term objectives of its stakeholders and with the instructions underpinning 
its managerial and organisational strategy. 
In relation to generalised predictions of the OLI paradigm, Dunning and 
Lundan (2008b) also note that  
at any given moment in time, the more a country’s enterprises – relative to 
those of another – possess desirable O advantages, the greater the incentive 
they have to internalise rather than externalise their use, the more they find it 
in their interest to access or exploit them in a foreign location, then the more 
they are likely to engage outbound FDI. By the same token, a country is 
likely to attract inbound investment by foreign MNE’s when the reverse 
conditions apply. Dunning and Lundan (2008b, p. 100)  
This inbound investment proposition is developed in Chapter 3 in the context 
of multinational contracting.  
2.2.4 Motivation of FDI and OLI Paradigm 
The essential and common application of MNE theories is to explore and identify the 
motivation, growth, and pattern of MNEs’ value adding activities across their 
national boundaries. In terms of motivation Dunning (2000; 2008b, p. 67-68) 
envisaged four main types of foreign-based MNE activity, which are as follows: 
1. Resource Seeking/Supply oriented FDI (RS) The main motivation here is to gain 
natural resources such as agricultural products, cheap and unskilled labour, and 
minerals from foreign market to lower the input cost. 
2. Market Seeking/Demand oriented FDI (MS) The motivation here is to fulfil the 
demand of a particular foreign market, to protect existing markets, to counteract 
the behaviour of competitors, and to preclude rivals or potential rivals from 
entering new markets. 
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3. Efficiency Seeking/Rationalized FDI (ES) The motivation here is to promote a 
more efficient division of labour or specialization of an existing portfolio of 
foreign and domestic assets by multinational firms. This type of FDI is related to 
the first and second type of motivation. 
4. Strategic Asset/capability Seeking FDI (SAS) The motivation here is to protect or 
augment the existing ownership advantages of the (investing) firms or to reduce 
those of their competitors.  
More specifically, MS FDI can be described as akin to horizontal integration 
due to the similar type of production and sale in foreign markets (Sapienza, 2009). 
The MS MNEs establish similar businesses in different geographical locations. Thus, 
the size of the local market (in order to achieve scale of economy), GDP, tariff 
barriers, and/or strategies of oligopolistic rivalry between MNEs are the main 
determinants influencing this type of FDI.  
In contrast, the ES FDI can be defined as either vertical or horizontal according 
to the type of industry, as well as product characteristics. The aim of this FDI in the 
manufacturing industry is to rationalise production by fragmenting the production 
chain and/or integrating production on an international scale, through the outsourcing 
or delocalization of productive processes to countries where low cost factors are 
available (Sapienza, 2009).  
RS FDI, on the other hand, can be defined as vertical integration, as the 
intention is to secure the supply of upstream resources or intermediate goods in the 
host market to be used in the production of final goods outside the host market. 
Because this type of firm normally searches for locations with cheaper input 
materials, low-cost, unskilled labour is available to reduce their production costs. 
Therefore, based on cost advantages in production, this type of firm might choose 
their production unit in a foreign country, and sell their products in other countries. 
This is mainly possible in the manufacturing industry due to its product 
characteristics and lower visibility in the service industry.  
It can be seen, therefore, that the existence and pattern of FDI depends on the 
challenges and opportunities offered by various value-adding activities, in 
conjunction with the strategies and objectives of multinational firms. Nonetheless, 
the sector to which the FDI is channelled is also relevant in determining the type and 
 Chapter 2: Literature Review 45 
location of FDI; for example, in the case of services, it generates much less trade 
because most services are not tradable. In this regard, Dunning summarises some 
factors that determine OLI advantages in relation to a firm’s motivation, as described 
in Table 2.7.  
Table 2.7. Types of motivation: Some determining factors  
Adapted from the book “Multinational enterprises and the global economy (2nd ed.),” by J. H 
Dunning, and S. M Lundan. Reprinted with the permission from S. M Lundan, Copyright © Dunning, 
J. H, and Lundan, S. M, Edward Elgar publishing, May 1, 2008.  
Types of 
motivation 






• Capital  
• Technology 
• Access to markets 
• Complementary 
assets 
• Size & bargaining 
strengths 
• Possession of natural 
resources 
• Transport & 
communication 
infrastructure 




supplies at right 
price 
• Market control 










• Management & 
organisation skills 
• Surplus R&D and 
other capacity 
• Economies of scale 
• Ability to generate 
brand loyalty 
• Material & labour 
cost 
• Market size & 
characteristics 
• Government policy 
(e.g. with respect to 




• A reduction in 
transaction costs  
• Buyer ignorance 
or uncertainty 
• To protect 
property rights 
• To protect 
existing markets 
•  To counter act 
behaviour of 
competitors 








• As for MS, as well 
as 
• Access to markets 






sources of inputs 
• Low labour costs 
• Incentives to local 
production by host 
governments 
• A favourable 
business 
environment 
• As for MS, as 
well as 
• The economies 
of common 
governance and 
• The economies 
of vertical & 
horizontal 
diversification 




















other asset in which 
firm is deficient 







• Reduction in, or 
spread of risks 
• To gain new 
product markets 
Source: Dunning & Lundan, 2008b, p. 104-105 
Based on Table 2.7, this research discounts RS and SAS types of motivation in 
the case of multinational contracting on major public road, bridge and tunnel. 
Construction activity is subject to location specificity (Hillebrandt in Ofori 2003, p. 
381) in that physical construction is geographically immobile, and the target of the 
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FDI is to add value to the delivery of a piece of infrastructure in the host country in 
which the MNC’s services are embodied. In this sense, MNCs are mostly MS and 
ES, as they do not seek to obtain raw materials or other means of production in the 
host country (through FDI) to directly contribute to delivery of their services outside 
that country (Rahman, Bridge & Rowlinson, 2010; 2011a). 
MS MNCs are likely to be highly specialized in terms of technical and 
management skills, and to be operating in markets with very limited competition and 
in sector(s) with very large scale capital expenditure. These MNCs might seek to 
dominate and impose their expertise and to seek lower levels of commitment in terms 
of the degree to which they localize within the host market, and have higher levels of 
central control, shorter investment timelines, and more mobile entry modes. In sum, 
these MNCs may seek a highly favorable risk/return profile.  
In contrast, SAS MNCs might seek to gain expertise and knowledge from the 
host market and extend higher levels of commitment in terms of the degree to which 
they localize within the host market, and have lower levels of central control, longer 
investment timelines, and more permanent entry modes (Anderson & Gatigon, 1986). 
Therefore, in order to win a major public road, bridge and tunnel project requiring an 
investment of billions of dollars and a highly specialized contractor, MNC with SAS 
motivation is not suitable. On the other hand, this research considers the short-term 
profit maximization strategy of MNC and, in doing so, considers static theories only. 
Therefore, it discounts MNCs’ SAS motivation which requires dynamic theories to 
explain foreign activities.  
Somewhere between MS and SAS motivation, ES firms could be faced with 
spare capacity and seek overseas demand to return the firm to its minimum efficient 
scale. This could be done in conjunction with moderate levels of commitment to the 
local/host market, moderate control, and a timeline to recover investments made. The 
involvement would be neither project-based nor open-ended, but rather fall 
somewhere between these extremes, and accept moderate risk/return profiles. Hence, 
ES motivation could be considered for MNC.  
Having developed the likely motivations (either MS or ES) for MNCs seeking 
FDI, the most relevant theories can now be identified by reference to Dunning’s 
(2002) prescriptions. 
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2.2.5 Theories Pertaining to the OLI Factors 
Although there are many theories of MNEs and FDI, taken separately, none of these 
business and economics theories can provide an inclusive explanation of the growth 
and decline of MNC business activity (Dunning, 2000). Dunning states that due to 
the variances of the motivations of MNEs, as well as expectations from the FDI, no 
single theory can be expected to satisfactorily encompass all kinds of foreign-owned 
value-added activities (Dunning, 1995; 2001). Some theories predominantly spotlight 
different FDI, and some explain different aspects of international production in terms 
of firm ownership, structure, and so on. Moreover, location theories focus on the 
‘where’ of MNE activity, while resource based theories suggest ‘why’ the foreign 
owned affiliates might have a competitive edge over their local competitors.  
Collectively, however, these theories do provide the rationale for MNEs’ 
business activity. Hence, in terms of a general theory of MNE, Dunning’s paradigm 
seems the most well defined, and the most generally applicable to the involvement of 
MNEs (Seymour, 1987). The OLI paradigm is the best framework to determine the 
MNEs’ cross-country investment “rather than as a predictive theory of the MNE qua 
MNE” (Dunning, 2001, p. 176). Lastly: 
The incorporation of industrial organisation, internalisation, and location 
aspects of MNE involvement and the interdependence of these factors within 
the model provides a flexible basis upon which theoretical and empirical 
study may be directed in that various aspects of MNE involvement may be 
scrutinised under the auspices of the OLI framework. (Seymour, 1987, p. 56) 
Table 2.8, Table 2.9 and Table 2.10 provide the MNE theories pertaining to O, 
L and I advantages respectively, in relation to MS and ES motivations of FDI. 
Moreover, these tables only show static theories explaining OLI advantages of 
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Table 2.8. Theories explaining O specific advantages of MS and ES MNEs  
O advantages MS ES 
1. Product cycle theory √  
2. Industrial organisation theory  √ √ 
3. Multi-nationality, organisational and risk diversification theories √ √ 
4. Internalisation theory √ √ 
5. Capital imperfections theory √ √ 
6. Follow my leader, Tit for theory √ √ 
7. Resource based theory √ √ 
Source: Dunning, 2000, p 169-170 
Table 2.9. Theories explaining L specific advantages of MS and ES MNEs  
L advantages MS ES 
1.Traditional location theory √ √ 
2. Theories related to complementary assets √ √ 
3. Theories related to government-induced incentives √ √ 
4. Theories related to oligopolistic behaviour and product cycle √ √ 
5. Theories of risk diversification √ √ 
6. Exchange rate theories √ √ 
7.Theories related to the process of internalisation √  
8. Theories related to agglomeration of economic activity √ √ 
9. Theories related to the spatially specific transaction costs √ √ 
Source: Dunning, 2000, p 175- 177 
Table 2.10. Theories explaining I specific advantages of firms in relation to motivation 
of FDI  
I advantages MS ES 
Orthodox internalisation theory √ √ 
Agency theory √ √ 
Market power theories √ √ 
Efficiency related theories √ √ 
Source: Dunning, 2000, p 181-182 
In summary, the above tables indicate that the OLI paradigm is a broad 
framework for explaining all the economics and business theories of MNEs under the 
one umbrella. Therefore, the incorporation of several MNE theories into the OLI 
paradigm makes this approach more flexible and far-reaching insofar as different 
theories can be used to suit different conditions. On the other hand, however, it 
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makes the deployment of the OLI paradigm more difficult in terms of judiciously 
selecting the most appropriate theories, being mindful of the conditions and context 
of the study concerned. This selection is the purpose of (the following) Section 2.3. 
2.3 THE ANTECEDENTS OF THE OLI PARADIGM 
2.3.1 Importance and Common Application of Antecedents  
The purpose of this section is to review the OLI paradigm’s antecedent economic and 
business literature in order to select the most appropriate theories to be deployed in 
terms of OLI advantages in the context of this research on multinational contracting. 
Therefore, this section reviews the theories listed in Table 2.8, Table 2.9 and Table 
2.10, and justifies their applicability in the context of multinational contracting.  
This section first discusses each of the theories mentioned in each of the tables 
(with the exception of Table 2.10) in terms of their origin, logic, and potential 
contribution to either O or L advantages. It then argues the weakness or relevancy of 
each of the theories in the context of MNC. In terms of I, it then focuses on orthodox 
internalisation theory that has been more recently developed by Dunning and Lundan 
(2008b), and explains the reasons for discounting theories mentioned in Table 2.10 
on the basis of this new theory. Lastly, this section summarizes the theories and 
approaches that are relevant to this study, and offers the platform of current study 
(that is, the theories and method) from which to critique the general and empirical 
works in the construction area to date.  
2.3.2 Theories Explaining O Specific Advantages  
2.3.2.1 Product cycle theory 
2.3.2.1.1 Origin, logic and potential contribution to O advantages 
By incorporating theories of economic development and new classical trade theory, 
Vernon (1966; 1974; 1979) was the first to apply several trade theories to explain  
microeconomic aspects of MNE activity in the post war period. The key concept of 
this new theory was grounded in product differentiation with time. Vernon 
hypothesised that the competitive advantages of firms are likely to change as product 
moves through its three distinct stages, namely, the innovative, mature and senescent 
stages.  
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At the innovative stage, MNE business initially takes place in high income, 
advanced countries where communication costs and distances between the producer 
and consumers are relatively low. Due to the change in socioeconomic development, 
the firm in advanced countries undertakes extensive research to produce labour 
saving producer goods as a response to their technological advantages. Therefore, 
technological innovation is the major barrier to market entry for oligopolistic firms. 
At mature stage, based on the reaction of other oligopolistic firms, R&D, and 
economies of scale in production and marketing, MNE makes the decision to operate 
in foreign markets. Moreover, MNE targets potential host markets around the world 
in order to maintain the domestic market share, and to obtain competitive advantages 
over its local rivals in terms of cost advantages. Therefore, at this mature stage, 
R&D, and economies of scale in production and marketing are the key entry barriers 
to the market. Lastly, at the senescent stage, the economies of scale are broken down 
in terms of market barrier to entry. While MNEs try to maintain their position, some 
firms leave the industry.  
 2.3.2.1.2 Weakness and/or lack of relevance of product cycle theory to MNC 
Vernon’s product cycle theory provides a useful explanation of MNE theory in 
respect to competitive advantages of firms over other rival firms. Product 
differentiations, economy of scale, or cost advantages in production are the main 
aspects of product cycle theory. However, final product characteristics, location 
specificity, and client-oriented demands concerning the construction product hinder 
construction firms’ ability to achieve economy of scale and product differentiation to 
a certain extent.  
Therefore, application of this theory in the MNC context is not appropriate. 
Moreover, this theory does not explain the ES motivation of firms. In contrast, 
Vernon (1979) himself acknowledges that the growing geographical reach of MNEs, 
coupled with an increasing convergence in the advanced markets of the world, has 
reduced its general applicability. Therefore, this research discounted product cycle 
theory to explain the activities of MNCs. 
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2.3.2.2 Industrial organisation theories 
2.3.2.2.1 Origin, logic and potential contribution to O advantages 
The fundamental basis of industrial organisation theory is the Hymer-Kindleberger 
(H-K) theory or monopolistic advantage theory, also known as ‘product 
differentiation theory’. Caves (1971; 1974), Dunning (1958; 1993) and Teece (1981; 
1984) have made valuable contributions to developing industrial organisation 
theories from this fundamental basis. The key focus of their research was to 
investigate the mechanism behind the existence of MNEs in the foreign market, 
given the additional costs of doing business overseas (Seymour, 1987).  
As argued by Hymer, ownership advantage and imperfect market conditions 
are the two major factors of FDI, and the reasons for MNE’s survival in the host 
market. By adapting Hymer’s idea, Kindleberger (1969) suggests that FDI would not 
exist in a world of pure competition, as the existence of a pure competitive market in 
the real world is not possible. Market imperfection arises everywhere and determines 
the behavioural parameters affecting the conduct and performance of firms, as well 
as their strategy in servicing foreign markets. In this imperfect market situation, a 
firm owns and controls monopolistic advantages to compete with local firms. 
Consequently, this monopolistic advantage has led FDI. Based on the monopolistic 
advantage theory, Caves (1971) highlight’s the importance of a firm’s unique asset – 
such as a patented invention, or a differentiated product, or an economy of scale – 
through which the firm can maximise its profit by engaging in foreign production.  
2.3.2.2.2 Weakness and/or lack of relevance of industrial organisation theory to MNC 
Industrial organisation theories fail to identify comprehensive competitive 
advantages other than patent and product differentiation, the cost of externalising the 
firm’s competitive advantages, knowledge capital, and internal and external 
economies of scale. These advantages are more or less irrelevant in the context of the 
construction industry. Firstly, patenting is not possible in the construction industry. 
Secondly, product differentiation and economy of scale are not important in the 
service oriented construction industry, as construction products depend on consumer 
taste and geographic conditions. More precisely, the demand for construction product 
is mainly a client-led demand. Thus, industrial organisation theories are not suitable 
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for explaining the motivation and ability of the MNCs to internalise their competitive 
advantages in the foreign markets. 
2.3.2.3 Multinatinality, organisational and risk diversification theories 
2.3.2.3.1 Origin, logic and potential contribution to O advantages 
Vernon’s (1973; 1983) product cycle model is the basis of multinationality, 
organisational, and risk diversification theories. Rugman (1979), Kogut (1983; 
1985), Rangan (1998) found that multinationality enhances MNEs operational 
flexibility by offering wider opportunities, such as opportunities for arbitraging, 
production shifting, and global sourcing of inputs. Multinationality also provides 
more favourable access to and/or better knowledge of international markets; for 
example, it facilitates information related to finance, labour, and demand. Moreover, 
multinationality facilitates MNEs’ ability to take advantages of geographic 
differences in factor endowments, government intervention, and markets; to diversify 
or reduce risks in different currency areas, and to create options and/or political and 
cultural scenarios; and to learn from social differences in organisational and 
managerial processes and systems (Rangan, 1998). In summary, multinationality 
mainly offers Ot advantages of MNE (Dunning, 2000).  
2.3.2.3.2 Weakness and/or lack of relevance of multinatinality, organisational and risk diversification 
theories to MNC 
As the construction service is commissioned to deliver a piece of infrastructure, in 
this sense, it delivers only a single final output; thus, intermediate product is not 
available in construction. Therefore, unlike the manufacturing industry, MNCs do 
not have the advantage of appropriating intermediate products from projects in 
different locations around the world. Thus, MNC cannot enjoy the advantages of 
geographic differences in factor endowments, or of markets of different value-adding 
activities. In this context, only capital and technological knowledge transfer from one 
project to another across countries (to a certain extent) might be viable for MNCs. 
Hence, theories related to multinationality, organisational and risk diversification has 
limited functionality in explaining the O advantages of MNCs. 
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2.3.2.4 Internalisation theory 
2.3.2.4.1 Origin, logic and potential contribution to O advantages 
Internalisation theory is evolved to explain the mechanism of cross border 
transaction of MNEs as to why the MNEs are driven to internationalise themselves 
by hierarchies rather than determined by market factors (Buckley & Casson, 1976b; 
Rugman, 1981). That is, internalisation theory provides the relative costs and 
benefits of market transaction.  
Due to various market imperfections, firms have the incentive to bypass their 
intermediate products by creating internal markets across national borders (Buckley 
& Casson, 1976a; Rugman & Verbeke, 2005). These intermediate markets can be 
defined as the markets for technology, production know-how, and brands. Therefore, 
industry/region/nation and firm-specific factors are becoming significant factors in 
the firms’ internalisation decision to compete in the host market. Moreover, by 
internalising production in the foreign location of a different culture, language, and 
social structure, the firm can impose compatible structures and communication 
frameworks to incur lower costs than the market alternative (Buckley & Casson, 
1976a; Casson, 1979). Rugman (1980; 1981) indicates that internalisation of 
intermediate product markets is the core of a theory to explain FDI and the existence 
of MNEs, which were not recognised in earlier works (Caves 1971; 1982; Hymer, 
1960; Kindleberger, 1969).  
In previous literature, such as the study of Buckley and Casson, more emphasis 
is placed on location factors in the incentive to internalise. In later work, however, 
ownership factors are also included in internalisation theory. Rugman and Verbeke 
(1992; 2001 and 2003), for example, contribute by linking the gap between 
internalisation theory and strategic management thinking by developing the concepts 
of FSAs and CSAs. These FSAs are the competitive advantages of MNE due to its 
special know-how or capability that is unavailable to others, and cannot be 
duplicated by them (except in the long run, and at high cost) (Barney, 1991). In order 
to avoid dissipation of the rents derived from its FSAs, MNEs become involved in 
foreign production (Fina & Rugman, 1996; Rugman, 1980). In this sense, possessing 
FSAs is a necessary, but not a sufficient condition for FDI to take place (Rugman, 
1980; 1981). On the other hand, CSAs of a nation further influence its firms to 
become competitive in the international market. 
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2.3.2.4.2 Weaknesses and/or lack of relevance of internalisation theory to MNC 
The key argument of internationalisation theory is that based on a particular 
distribution of factor endowments and location factors, the value-adding activity (in 
intermediate products) of MNE is positively related to the costs of  organising cross-
border markets (Dunning & Lundan, 2008b). Moreover, internalisation theory 
suggests that a firm explicitly considers the relative costs of servicing foreign 
markets by i) exporting to foreign markets with the FSAs embodied in final products; 
ii) engaging in FDI; and iii) licensing a foreign producer. Therefore, internalisation 
theory more appropriately explains the location choice and modes of foreign 
involvement, rather than the capabilities of MNEs. Although Rugman (1980, 2010) 
attempts to link FSAs with the L-specific advantages of host markets, he fails to 
connect the interaction of ownership, internalisation, and location factors; thus, his 
developed framework is tautological (Seymour, 1987). Hence, in the context of this 
research, internalisation theory is not relevant to explaining O advantage of MNC.  
2.3.2.5 Capital imperfection theory 
2.3.2.5.1 Origin, logic and potential contribution to O advantages 
Aliber’s (1970; 1971) currency variation theory explains that FDI could arise if the 
home country firm has an advantage over host country firms in the capital market. 
This is because MNEs come from countries with high capitalisation rates and flow to 
countries with lower capitalisation rates. Therefore, MNE can borrow at a lower rate 
of interest than local host firms can, because portfolio investors overlook the foreign 
content of home country multinationals. Consequently, MNEs own the advantages 
from the currency variation over the local competitors only. In addition, FDI can take 
place in those industries where capital expenditures play an important role in the 
development of the firm. Therefore, in this case, MNEs tend to be established in 
R&D-intensive industries, as well as in capital-intensive industries.  
2.3.2.5.2 Weaknesses and/or lack of relevance of capital imperfection theory to MNC 
Although Aliber’s theory more effectively explains the development of the FDI 
movement after the post war period (1950 to 1960), particularly with regard to the 
US takeovers in Europe, the application of his theory is very limited. For example, 
during the second half of the 1960s, while the MNEs were still increasing in Europe, 
the US MNEs earned higher domestic than international revenues. Moreover, this 
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advantage is not a MNE FSA, but a CSA that is also enjoyed by other MNEs from 
similar home countries. Aliber’s currency variation theory focuses on only one 
aspect influencing FDI. Therefore, it is also not appropriate for explaining the overall 
O advantages of MNC.  
2.3.2.6 Follow my leader/or tit for tat theory  
2.3.2.6.1 Origin, logic and potential contribution to O advantages 
During the post war period, Knickerbocker (1973) included the ‘follow the leader 
theory’ in the oligopolistic strategy theory to explain why firms follow their rivals 
into foreign markets. This follow the leader theory is also known as the ‘bandwagon 
effect’. The theory explains that FDI can confer an advantage on the first entrant into 
the market. Rivals in an oligopolistic industry follow that leader into this market by 
also undertaking FDI to effectively ruin the market for the leader, and so maintain 
competitive market share.  
Graham (1974; 1978) also found that the entry of a foreign firm into a stable 
oligopolistic national market can cause a retaliatory entry by the host country’s 
oligopolistic firms into the foreign entrant’s home market to dissuade entry, or to set 
the grounds for collusive bargaining. This is generally called “exchange of treat 
hypothesis” (Kindleberger, 1973). Consequently, this prevents any advantage 
accruing from FDI in the home market.   
2.3.2.6.2 Weaknesses and/or lack of relevance of follow my leader/or tit for tat theory to MNC 
The tit for tat strategy is defensive and mainly explains FDI “as a space related 
strategy among competing oligopolists” (Dunning, 2000, p. 414). This theory does 
not focus on the broader context of MNEs’ capabilities to survive in the host location 
and to compete with the indigenous host market’s firms. Therefore, this research 
discounts this theory as a means of explaining O advantages of MNC.  
2.3.2.7 Resource based theory  
2.3.2.7.1 Origin, logic and potential contribution to O advantages 
Resource Based Theory (RBT) is a widely dominant theory in strategic management, 
and one of the prevailing theories of the firm that originates from a competence 
perspective (Barney, Wright & Ketchen, 2001; Hoskisson, Hitt, Wan, & Yiu, 1999; 
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Wernerfelt, 1984), and from evolutionary economics (Nelson & Winter, 1982). 
According to Barney (2002), RBT has two fundamental assumptions:  
First, building on Penrose, this work assumes that firms can be thought of as 
bundles of productive resources and those different firms possess different 
bundles of these resources. This is the assumption of resource heterogeneity. 
Second, drawing from Selznick and Ricardo, this approach assumes that 
some of these resources are either very costly to copy or inelastic in supply. 
This is the assumption of resource immobility. Barney (2002, p. 155) 
These two fundamental assumptions are preconditions for RBT’s other variable 
assumptions – value, rarity, immitability and organisation (the “VRIO framework”)  
– and are seen as observable consequences of resource heterogeneity and immobility. 
Barney (2002) developed questions relating to the VRIO framework of a resource as 
a means of analysing this resource within a firm, in terms of its being either a 
competitive strength or a weakness. Resources or activities that are positioned at a 
high level on all four variables in the VRIO framework are considered to be a source 
of sustainable competitive advantage when associated with the firm’s dominant 
source of revenue or core business. Dunning (2002, p. 414-415) identifies the RBT in 
terms of all types of foreign production to explain static O advantages.  
2.3.2.7.2 Relevance of RBT to MNC 
In the context of this study, MNCs would be expected to obtain sustainable 
competitive advantages based on FSAs in their domestic market before 
contemplating FDI. However, there are varying expectations of MNCs based on their 
motivations; thus, both MS and ES MNCs are expected to consider their key activity 
or source of competitive advantage to be at least equal to that of the MNCs domiciled 
in the host country (as measured by relative VRIO levels pertaining to the key 
activity concerned). By deploying RBT, MNCs’ competitive advantages relative to 
the market’s domiciled contractors can be measured, and their asset specific 
advantages further categorised into the three levels of valuable, rare, and imitable or 
unique resources. That is, the deployment of RBT to identify and evaluate variables 
influences the sustainable competitive advantage of firms and is mainly concerned 
with asset-exploiting FDI. 
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2.3.3 Theories explaining L specific advantages  
2.2.3.1 Traditional location theory 
2.2.3.1.1 Origin, logic and potential contribution to L advantages 
Since the 1960s, the location factor has become important to economists (Hirsch, 
1976; Dunning, 1981), and many empirical studies (Buckley, 1985; Caves, 1974; 
Dunning, 1973; Linnemann, 1966; Pöyhönen, 1963; Tinbergen, 1962) were 
conducted by using econometric methods to develop location theory in international 
business.  
Among these studies, Dunning, Cave, and Buckley’s contributions are 
remarkable among MNE theories as they incorporate location theory into the factor 
endowment theory. Besides providing ‘the place’ of foreign production, the theory 
also exposes MNEs’ motives for international expansion (Buckley, 1985). In the case 
of choice of locations, Buckley (1985) suggests three location specific factor 
endowments comprising raw materials’ seeking (that is leading to vertical FDI); 
cheap labour (which enhances ‘offshore production’ facilities); and protected or 
fragmented markets. However, according to Seymour (1987), these locational factors 
depend on the nature and structure of the industry, as well as the firm. For example, 
the movement of US banks abroad to maintain US MNE clients’ accounts in those 
foreign markets suggests a highly relevant industry specific factor (Yannopoulos, 
1983).  
There are two dimensions of location factors. The first comprises the 
characteristics of location that influence FDI and explain why and where the MNE 
goes abroad. The second relates to the advantages attributable to foreign production 
in different locations. The most common factors of location choices are identified as 
the potential market size (Buckley & Casson, 1981; Knickerbocker, 1973; Rugman, 
1980; Vernon, 1974); tariff barrier (Buckley & Casson, 1976a, b; Casson, 1979); 
ability to exploit economies of scale (Knickerbocker, 1973; Vernon, 1974); market 
stability (Knickerbocker, 1973); and the competition in the market for entry 
(Graham, 1978). These factors are not fixed for all types of markets, but vary with 
specific markets. Hence, the motivation for FDI will only arise where there is a 
distinct advantage in the firm undertaking FDI rather than exploiting these factors in 
some other way. In other words, these location factors not only explain the choice 
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between the home and host country as a production venue, but also explain the 
motives for overseas expansion. More specifically, location theories explain that L 
advantages of MS firms depend on demand in the host market in terms of size, 
character, and potential growth of local and adjacent markets and the presence of 
competitors (Dunning, 2000, p. 420). On the other hand, for ES firms, L advantages 
depend on supply-oriented variables; that is, those related to the comparative 
advantages of immobile assets such as labour, land and infrastructure. 
2.2.3.1.2 Weaknesses and/or lack of relevance of traditional location theory to MNC 
As the focus of both MS and ES MNC is to obtain sufficient return over the setup 
costs or investment costs from the host market, L advantage is the perception of 
availability of higher return to offset the perceived risks. However, location theory is 
not suitable for assessing the MNC’s risk and return profile from a particular type of 
sector of the host market, relative to its home market. Traditional location theory can 
be applied to identify a list of location factors such as the size of the market; the host 
government’s attitudes, and resource and manpower quality and availability in the 
host market (as mentioned above). Therefore, this research discounts this theory in 
the context of multinational contracting. 
2.2.3.2 Theories related to complementary assets 
2.2.3. 2.1 Origin, logic and potential contribution to L advantages 
Theories related to complementary assets mainly explain the presence of activities 
that help MS and ES MNEs to lower transport costs and promote joint economies in 
innovation, production and marketing (Dunning, 2000). For example, secure access 
to complementary assets and technologies in the host market on favourable terms 
helps MNEs to successfully commercialise the product or process. Moreover, a 
specialized information channel, strategic coordination, coupling to competitors and 
alliances structure can facilitate innovation in product or process (Teece, 1992).  
In this regard, network linkage can be seen as an important locational factor 
that facilitates investors’ easy access to strategic assets in a foreign country. In this 
way, network linkage can reduce transaction costs when running cross-country 
operations (Chen & Chen, 1998). As suggested by Chen and Chen, network linkage 
comprises of internal (intra-firm) and external (inter-firm) linkages. External 
linkages can be further divided into strategic and relational linkages. Strategic 
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linkages are an aid to complementary capabilities, which motivate FDI, while 
relational linkages facilitate FDI by linking to foreign suppliers, customers, suppliers' 
suppliers, customers' customers or, simply, friends and countrymen. Network linkage 
can complement the weakness of firm-specific capabilities and support small and 
weak firms to commence FDI. Therefore, network linkage interacts with firm- 
specific assets and location-specific factors to determine the locational choice in FDI 
(Chen & Chen, 1998). 
2.2.3.2.2 Weaknesses and/or lack of relevance of complementary asset theories to MNC 
Complementary assets, such as network linkage with the host market’s supply chain 
and client, and strategic coordination and alliances structure, are important MNC 
attributes in delivering projects in the host market. However, these attributes seem 
more important in reducing transaction costs, and in leveraging the host market’s 
supply chain, which is considered as the unit of analysis of I advantage in the context 
of this research. In this sense, this research deems that complementary asset theories 
are not useful in assessing the available risk and return profile of MNCs in the host 
market, and discounts them in this context. 
2.2.3.3 Theories related to government-induced incentives 
2.2.3. 3.1 Origin, logic and potential contribution to L advantages 
Theories related to government-induced incentives mainly focus on fiscal and other 
government incentives that lead to increase in demand for products of MS MNEs 
(Dunning, 2000). In the case of ES MNEs, these theories explain supply-related 
incentives, intellectual property rights and tax advantages in a foreign location. Loree 
and Guisinger (1995) address the influence of policy and non-policy variables on the 
location of FDI, especially with regard to the US. They believe that policy variables 
(such as performance requirements, tax and tariff concessions, and subsidies) are 
important as they can quickly change; non-policy variables such as market size and 
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2.2.3.3.2 Weaknesses and/or lack of relevance of theories related to government-induced incentives to 
MNC 
Although government-induced incentives are important in considering foreign 
location for MNCs, however, these theories describe only one aspect among various 
aspects of location factor and are not suitable to comprehensively assess the risk and 
return profile of MNCs in the host market. Therefore, this research does not deploy 
these theories to address the L advantages of MNC. 
2.2.3.4 Theories related to oligopolistic behaviour and product cycle 
2.2.3. 4.1 Origin, logic and potential contribution to L advantages 
These theories are discussed earlier in Subsection 2.3.2.1 and Subsection 2.3.2.6. 
Knickerbocker (1973) established a conceptual framework by linking the product 
cycle model of US industry’s international expansion to the behaviour of enterprises 
operating under oligopoly conditions. Knickerbocker observed that product-
pioneering firms mainly focus on new product development and on manufacturing 
and marketing innovation repeatedly, which was the mainstream of US export trade. 
In doing so, these firms also developed a unique set of technological and 
organisational capabilities that endowed them with market power at home and 
abroad.  
Besides explaining firm-specific capabilities of MNEs, Knickerbocker also 
identifies the importance of some location specific factors. These are: the cost of 
information communication and organisation in host country; the cost of linking 
foreign subsidiaries with a home country’s headquarters; incentives from host 
governments; tariff and non-tariff barriers; the characteristics of supply and demand; 
the nature of local competition; the requirements for, and availability of local 
financing; the dimensions and applicability of local laws; and the import of 
governmental policy. Similar to Knickerbocker, Vernon (1974) also identifies cost 
and market factors as important determinants of location choices. 
2.2.3.4.2 Weaknesses and/or lack of relevance of oligopolistic behaviour and product cycle theories to 
MNC 
Oligopolistic theory and product cycle theory mainly identify product differentiation 
and other firm-specific capabilities that are more related to O-specific advantages. 
Although Knickerbocker and Vernon acknowledge some important location factors 
 Chapter 2: Literature Review 61 
to aid MNEs in determining the setup costs in the host market, their theories do not 
provide a comprehensive framework  to assessing these investment costs by 
considering home and host cultures, and administrative, geographic and economic 
distances. Therefore, this research discounts both of these theories as useful in 
explaining L advantages of MNC. 
2.2.3.5 Theories of risk diversification 
2.2.3. 5.1 Origin, logic and potential contribution to L advantages 
Theories related to risk diversification mainly suggest that firm can diversify their 
portfolios to reduce their risk exposure in terms of exchange, political and economic 
risks (Dunning, 2000). In this regard, Rugman (1979) argued that if there were 
perfect conditions exist in the market for goods and factors, then firm can engage 
indirect investments rather than direct investments. 
2.2.3.5.2 Weaknesses and/or lack of relevance of risk diversification theories to MNC 
In the context of this research on multinational contracting on road, bridge and tunnel 
projects, FDI is the only mode available to MNCs to engage in delivering projects in 
a host market; hence, risk diversification theories which suggest alternative modes of 
engagement are not applicable here. Therefore, this research discounts risk 
diversification theories in the context of multinational contracting. 
2.2.3.6 Exchange rate theories 
2.2.3.6.1 Origin, logic and potential contribution to L advantages 
Aliber’s (1971) capital imperfection theory and Cushman’s (1985) exchange rate 
risks theory explain the extent to which the differences in exchange rates among 
countries capture most of the differences in cross-border locational costs. If MNE has 
currency variation advantages over host country competitors, it can minimise its 
operational costs in the host market and, in doing so, reduce its investment risks to a 
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2.2.3.6.2 Weaknesses and/or lack of relevance of exchange rate theories to MNC 
The application of exchange rate theories is very limited as these theories focus on 
only one aspect of FDI. Therefore, this research discounts these theories in the 
context of MNC. 
2.2.3.7 Theories related to the process of internalisation 
2.2.3.7.1 Origin, logic and potential contribution to L advantages 
Utilising internalisation theories (as mentioned in Section 2.3.2.4), a number of 
researchers identify several locational variables that need to be considered during 
cross border transactions (Anderson & Gatignon, 1986; Daniels, 1971; Hirsch, 1976; 
Johanson & Vahlne, 1977; 1990). Among these researchers, Hirsch (1976) and 
Vernon (1966) articulate the importance of high-income elasticity of demand, 
demand for both consumer goods and industrial products, low cost of production, 
cheapness of unskilled labour, inflation rate, and interest rate in the host market in 
choosing a new foreign location. Daniel (1971) found that factors such as less host–
home induced economic distance, fewer host government restrictions, the size and 
scope of the host market, political stability, and easier access to the host market have 
a greater influence on MNEs’ location choice. Daniel also observes that these are the 
major reasons for Canadian, French, German, Dutch and British MNEs establishing 
FDI in the United States. TCE is the underlying mechanism that explains the 
importance of these locational attributes (Anderson & Gatignon, 1986; Daniel, 
1971).  
The most important discovery of the internalisation theories is the role of 
psychic distance (Daniel, 1971; Johanson & Vahlne, 1977, 1990). Psychic distance is 
defined in terms of factors such as differences in language, culture, education, 
business practices, political systems, and industrial development, which interrupt the 
flow of information between the firm and the market (Johanson & Vahlne, 1977; 
1990).  
Based on these previous studies, therefore, it can be concluded that 
internalisation theories provide the L specific advantages of countries. 
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2.2.3.7.2 Weaknesses and/or lack of relevance of internalisation theories to MNC 
Theories related to the process of internalisation are relevant to identifying the L 
specific factors in choosing a foreign location. More specially, psychic distance in 
terms of language, culture, education, business practices, political systems and 
industrial development are important attributes in assessing the risk dimension of L 
factor, as described later (Section 2.2.3.9.2). However, this theory is only applicable 
to MS MNCs, as prescribed by Dunning (2000) (refer to Table 2.9). Therefore, this 
research discounts this theory in the context of MNC. 
2.2.3.8 Theories related to agglomeration of economic activity 
2.2.3.8.1 Origin, logic and potential contribution to L advantages 
The focus on the agglomeration of economic activity explains why and how 
geography is an important factor affecting innovative activity and, ultimately,  
international comparative advantage (Audretsch, 1998); that is, it highlights the 
importance of local regions as a key source of comparative advantage, based on new 
knowledge and enabling policy such as the provision of venture capital or research 
support.  
Agglomeration economies have their roots in processes whereby links between 
firms, institutions and infrastructures within a geographic area give rise to economies 
of scale and scope; the development of general labour markets and pools of 
specialized skills; enhanced interaction between local suppliers and customers; 
shared infrastructure; and other localized externalities (Malmberg, Solvell & Zander, 
1996). The key to agglomeration is the minimization of the distance between a firm 
and its trading partners, as well as the rapidity with which communication can take 
place between customers and suppliers. Krugman (1998) describes this 
agglomeration of economic activity as a two-way feedback between location 
decisions by individual agents and the geographical distributions of population, 
demand, and supply.  
Porter (1996) suggests that agglomeration economies at the cluster level 
influence competition more profoundly. A cluster is a group of industries connected 
by specialized buyer-supplier relationships or related by technologies or skills 
(Porter, 1990). The cluster, not the individual industry, is the appropriate unit of 
analysis on empirical grounds, because externalities may be powerful among related 
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industries. Regional clusters grow because of several factors, such as concentrations 
of highly specialized knowledge, inputs, and institutions; the motivational benefits of 
local competition; and (often) the presence of sophisticated local demand for a 
product or service (Porter, 1990). Geographic, cultural, and institutional proximity, 
which may not necessarily coincide with political boundaries, is integral to the rapid 
flow of highly applied knowledge and the motivational benefits of clusters. 
Therefore, agglomeration theories represent the characteristics that determine a 
region's economic structure and performance, as well as the competitive advantages 
of an industry in a particular region. Thus, based on Porter’s competitive advantage 
theory, the competitive advantages of a particular country and/or a particular industry 
can be determined. This competitive advantage theory is comprised of the diamond 
model and five forces model, which are described as follows. 
• Porter’s diamond model 
In order to analyse the national competitive advantage of a country, Porter (1998) 
proposes a four factors diamond. Porter states that the national competitiveness of a 
country helps its firms to be competitive in the international market. By assuming 
home as the base factor for supporting a firm from emerging advantages in global 
competition, this diamond predicts four conditions as explained below: 
1. Factor conditions: describe the situation in a country regarding production 
factors, such as skilled labour, and infrastructure that are relevant to the 
competition in particular industries; 
2. Demand conditions: describe the state of home demand for products and 
services produced in a country, such as the degree of sophistication of buyers, 
and market size; 
3. Related and supporting industries: describe the existence or non-existence of 
internationally competitive supplying industries and supporting industries; and 
4. A firm’s strategy, structure, and rivalry: describe the conditions in a country that 
determine how companies are established, organized, and managed, and 
determine the characteristics of domestic competition. 
The relative significance of each of these conditions varies between countries 
and between industries or sectors. The conditions are more effective if properly 
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organized. The model focuses on the analysis of the actual situation (customers, 
suppliers and competitors), and on predictable developments (such as new entrants 
and substitutes) (Dagmar, 2001, in Hongbin, 2006). Porter’s competitive advantages 
theory and the diamond model wielded much influence during the 1990s (Flanagan, 
Jewell, Ericsson & Henricsson, 2005; Nicholas, 1996).  
• Porter’s five forces model 
Porter’s (1985) five forces model comprises internal rivalry, entry barriers, 
substitutes and complements, buyer power, and supplier power. The model is used to 
make an analysis of the attractiveness of a particular sector of industry in a particular 
market or country. The attractiveness is observed in terms of threats to profit by 
analysing each of the five forces. More specifically, the model captures the key 
element of industry price competition. The following paragraphs describe these five 
forces in detail, based on the explanation given by Besanko, Dranove, and Shanley 
(2009). 
Seller concentration, industry size and trends, fixed vs. variable cost bases, 
switching costs and strong exit barrier are the main dimensions to analysis the 
internal rivalry of the industry. Internal rivalry “refers to the jockeying for share by 
firms within a market” (Besanko et al., 2009, p. 360). It is placed in the central 
position of the five forces model as it can be affected by other forces. In order to 
analyse the internal rivalry, it is first necessary to define the concerned market. The 
presence of more firms in the market increases rivalry and lowers prices. Industry 
size and trends often influence firms to steal from competitors and lower the prices. 
Cost differentiation among firms also has an effect on prices.  
Cost advantages, access to input, technology and distribution channel, 
proprietary learning curve, capital requirements, reputation and brand identity, 
economies of scale, product differentiation, relationship network and government 
protection are the main dimensions to analyse entry barriers in the industry. 
According to Besanko et al. (2009), entry poses threats to profit in two ways. New 
entrants increase the number of sellers in the market and, therefore, divide market 
demand. On the other hand, they decrease market concentration, which creates 
internal rivalry and reduces price cost margins.  
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Supplier concentration and purchase volume of downstream firms, 
differentiation of inputs, presence of substitute inputs, relationship specific 
investment, threat of forward integration, switching costs of firm in the industry, 
ability of supplier to price discriminate are the main dimensions of analysing supplier 
power in the industry. This power is assessed mainly from the perceptions of the 
downstream industry players. This power refers to the ability of that industry’s 
upstream players to negotiate prices, which determine industry profits (Besanko et 
al., 2009). The threats to profit in the market are based on two factors: i) whether the 
industry’s upstream suppliers are concentrated; and ii) whether they are engaged in 
relationship-specific investment with their clients.  
Buyer power is equivalent to supplier power. ‘Buyer power’ refers to the 
ability of individual firm to negotiate purchase prices, which extract profits from 
sellers (Besanko et al., 2009). It is subject to internal rivalry among sellers, because 
suppliers can offer better services and lower prices to the larger purchasers. On the 
other hand, the availability of substitutes limits the prices that suppliers can charge. 
The five forces model does not directly focus on the demand factor; in lieu of 
demand, it considers the two important factors of substitutes and complements. 
Substitute products refer to alternative products in other industries. If there are more 
substitute products or services are available the demand becomes more elastic as the 
buyer have more alternatives. Besanko et al. (2009, p. 363) states that substitutes 
erode profits in the same way as entrants, by stealing business and intensifying 
internal rivalry. In contrast, complements enhance the demand for the product, thus 
intensifying internal rivalry.  
2.2.3.8.2 Relevance of Porter’s five forces model to MNC 
Porter’s five forces model can play an important role in perceiving the available 
return of MNCs in the host market relative to their home markets. By focusing on the 
agglomeration and urbanization literature, Porter developed a theoretical framework 
of competitive advantage for a particular industry in a particular country from a more 
operational, rather than strategic, perspective.  
In this framework, traditional attributes of location are also most significant. 
The traditional locational choices incorporated in Porter’s framework are mainly 
based on an input cost minimization framework, where the principal attributes of 
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location are the cost of land, labour, capital, energy and infrastructure. Porter also 
highlights the presence of a continually improving pool of skilled employees; applied 
technology; tailored infrastructure; experienced sources of capital and other factor 
inputs that are specialized to a particular business; a core of sophisticated and 
demanding customers for the product, whose needs anticipated these elsewhere; a 
critical mass of local suppliers of those specialized components, machinery and 
services that influence product and process improvement in the business; and the 
presence of other locally based competitors to motivate progress. Furthermore, buyer 
power and supplier power are also embedded in Porter’s theoretical framework. 
All of these attributes are quite important in determining the competitiveness of 
a particular sector of the construction industry of any country. Therefore, in order to 
obtain a complete view of return available from the road, bridge and tunnel sector in 
Australia relative to a particular home country’s road, bridge and tunnel sector, 
Porter’s five forces model can be deployed. 
2.2.3.9 Theories related to spatially specific transaction costs 
2.2.3.9.1 Origin, logic and potential contribution to L advantages 
Given production and transaction costs, external ties and scale economies, spatial 
transaction costs are hypothesized to lead to a clustering of related activities to 
reduce overall costs, and to maximise the benefits of inter-related innovation and 
learning activities (Dunning 2000, p. 419). As described in Section 2.2.3.8.1, 
clustering represents a group of industries connected by specialized buyer-supplier 
relationships, or by technologies or skills. Increasing-benefit effects or productivity- 
boosting relationships are internal to the economy as a whole, but external to the 
individual unit of production.  
Scott (1996) envisages that these externalities are essential components of 
competitive advantage in modern capitalism, and identifies three types of 
externalities. The first type is related to the firm’s reliance on the efficient outside 
supply of particular inputs: the more the firm can rely on the latter, the better off (in 
general) it will be. The second one is related to the ease with which the firm can tap 
into an external supply of skilled and trained labour at reasonable costs: the greater 
the ease, the more effectively the firm can carry out its production tasks. The third 
type is related to the interaction among production firms on many fronts and at many 
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different levels; these interactions function as vehicles for certain kinds of learning 
and innovation effects – untraded interdependencies which are also the basis for the 
formation of distinctive industrial/commercial cultures that help to underpin local 
economic order.  
As well as these three externalities, there are quasi-political institutional 
arrangements that enhance inter-firm trust and collaboration, and provide effective 
governance relationships for groups of interrelated producers (Scott, 1996). Although 
these externalities are a vital source of efficiency gains, innovation and growth in 
modern capitalism, their achievement within the firm increases its transaction costs. 
These transaction costs are the running cost of the system and include both ex ante 
(such as drafting and negotiating contracts) and ex post costs (such as monitoring and 
enforcing agreements) (Rindfleisch & Heide, 1997). In 1937, Coase developed 
transaction cost theory – the most prominent and one of the first of its kind – to 
define the internal management costs of firms.  
According to Coase (1937), the main reason for establishing a firm appears to 
be the cost of using the price mechanism. Coase considers that under certain 
conditions, the greater the transaction costs of conducting an economic exchange 
from the market, the more the incentive the firm has to organize the exchange within 
it. Based on transaction costs, Coase initially proposed that firms and markets are 
alternative governance structures. If a firm becomes larger, there can be decreasing 
returns to management due to costs arising from the organization of additional 
transactions within the firm. At a certain point, these extra costs within the firm are 
equal to the costs of carrying out the transaction in the market, or equal to the costs 
of their being organised by another firm. Moreover, if the transactions within the 
firm increase, management might fail to make the best use of the factors of 
production. This waste of resources is equal to the marketing costs of the exchange 
transaction in the open market, or to the loss if another firm organizes the 
transaction. Generally speaking, as the firm grows, it begins to provide “diminishing 
returns to management” (Coase, 1937, p. 392). By assuming ‘other things being 
equal’, Coase (1937, p. 393) hypothesises that a firm will tend to be larger: 
1. The less the costs of organizing and the slower these costs rise with an increase 
in the transactions organised 
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2. The less likely the entrepreneur is to make mistakes and the smaller the increase 
in mistakes with an increase in the transactions organised 
3. The greater the lowering (or the less the rise) of the supply price of the factors of 
production for firms of larger size 
Hence, the make or buy decision then becomes a function of the comparison of 
“management cost” (Demsetz, 1991). This can also be defined as internal transaction 
costs pertaining to the cost of organising resources within the firm versus the market 
transaction costs or external transaction costs.  
2.2.3.9.2 Relevance of Coase’s theory to MNC 
In order to identify the location advantages of MNC, perceptions of investment risks 
or setting up costs in the targeted host market play an important role. In the case of 
multinational contracting, these costs are internal to the firm, and are associated with 
the costs of adaptation to different cultural, administrative, geographic and economic 
(CAGE) conditions. Thus, due to host/home-induced CAGE differences and a lack of 
familiarity with the business context in the new foreign market, transaction or 
management costs of the MNC firms are expected to increase. Costs and associated 
risks are created by linking the firm- and home-specific advantages associated with 
the MS or ES MNC with the country-specific advantage of the host country.  
Coase’s internal transaction cost theory best describes these investment costs or 
risks for MNCs in the host market. This theory is applicable to both MS and ES 
MNCs. Therefore, this study considers spatial transaction cost theory to measure the 
risk dimension of location advantages of MNC. 
2.3.4 Theories explaining I specific advantages  
2.3.4.4 An updated version of  orthodox internalisation theory 
2.3.4.4.1 Origin, logic and potential contribution to I advantages 
Dunning and Lundan (2008b) focus on orthodox internalisation theory, which they 
more recently redeveloped to describe the I-specific advantages of MNE. 
Williamson’s make or buy concept of TCE is the basis of orthodox internalisation 
theory. Based on internalisation theory, as mentioned in Section 2.3.2.4, I advantage 
explains why particular transactions are undertaken by the market, while others are 
more efficiently organised within the hierarchy of the firm.  
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I advantage represents the mode of foreign involvement; however, as argued by 
Dunning, it alone cannot explain MNE’s foreign production. In Dunning’s (1980, 
1993, 2000) earlier explanation, I advantages are considered the key determinants for 
selecting the mode of foreign MNE involvement. That is, based on I advantages and 
disadvantages, firms determine whether they will internalise or externalise the 
foreign market. However, later (in 2008), Dunning and Lundan updated their view of 
TCE, stating that, in reality, the make or buy decision seldom occurs. According to 
Dunning and Lundan, there is a wide range of methods of coordination, such as 
contractual or non-equity relationships that can act as intermediate forms, and 
alternative combinations of two fundamentally different mechanisms comprising 
coordination by market prices and coordination by behaviour constraints within the 
hierarchy.  
Based on their competency to undertake a particular activity, firms make 
decisions to engage in contractual relationship with outside supplier firm(s). For this 
reason, Dunning and Lundan (2008b) change the concept of I advantages to include a 
combination of some make and some buy decisions. More specifically, they (2008b, 
p. 119) note that, “even a sole entrepreneur who coordinates a value chain by making 
non-equity relationships with outside suppliers from the market has a capability, 
which might allow him/her to compete against another firm.” Thus, it seems that 
even a small and single firm can increase its O-specific capability by internalising 
some advantages from the market. In this sense, I advantage in the host market does 
not affect the decision to FDI or not to FDI in the host market. Rather, I factor 
indicates how much MNE can leverage the host market’s supply chain to gain cost 
advantage, or to reduce transaction costs to some extent. In doing so, I advantage 
also provides direction to MNE in choosing an appropriate entry mode in the host 
market based on how much appeal that market’s supply chain holds. 
2.3.4.4.2 Relevance of updated orthodox internalisation theory to MNC 
In regard to multinational contracting – and, more specifically, to delivering complex 
road, bridge and tunnel projects in the host market – MNC must effectively commit 
to establishing a physical presence and some degree of internalisation and FDI, with 
respect to its core activity of planning, procurement and coordination of on-site 
construction. This can occur either as a head contractor in a single entity bid, or as a 
joint-lead contractor in a collaborative bid. This situation arises as a result of several 
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factors: geographic specificity, or the immobile nature of construction works; 
government criteria concerning pre-qualification of a contractor before a contractor 
can be invited to tender; contractual provisions preventing sub-letting of the lead 
contractor’s responsibilities; local and peculiar design and building codes; and client 
and supply chain specificity that requires the contractor be in the location and engage 
in on-the-spot interactions with various upstream and downstream stakeholders.  
These special characteristic of construction negate I advantages in terms of 
their ability to explain FDI. This is because the licensing and exporting of 
multinational contracting services is not appropriate from a practical point of view. It 
is then consistent with Dunning and Lundan’s (2008b) definition of Multinational 
Enterprise (MNE): a home contractor commits to internalise to some degree in a 
project of the host country and in doing so, engages in FDI and owns or in some way 
controls value-added activities in both its home country and the host country. In 
other words, it has some degree of ownership and responsibility in the project that it 
discharges by some degree of internalisation used to control some part of the project 
and via some form of entry mode.  
If the MNCs have superior O and L advantages in a host market, then the 
question is not whether FDI, but how much internalisation or FDI the MNC 
considers to manage the project, including the supply chain. That is, overseas MNCs 
need to leverage the supply chain in order to be competitive in the host market. 
Therefore, MNCs’ perceptions of the host market’s supply chain are critical in 
determining the entry mode and degree of FDI, but not necessarily the actual FDI 
decision. Therefore, this research deploys this updated version of Dunning and 
Lundan’s orthodox internalisation theory to analyse the I advantages of MNC. 
2.3.5  Summary 
From the group of theories (refer to Table 2.8) advocated by Dunning to explain 
static O advantages across the various types of motivation for seeking FDI, this 
research deploys the RBT in terms of both MS and ES MNCs. The key variable of 
RBT is the value, which can be measured exogenously; therefore, it is in a position to 
determine the competitive advantages of a firm based on its valuable resources 
relative to other rival firms. Rugman & Verbeke (2002) state that the key strengths of 
RBT are the isolating mechanisms that help the firm to measure its valuable, rare, 
and unique resources. Therefore, when selecting a host firm, the home MNCs’ 
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competitive advantage relative to those of local contractors can be measured by 
evaluating the difference between resources that can be brought into the host country, 
and resources already existed in the host country.  
To explain L advantages, this research deploys Porter’s five forces theory 
(agglomeration theory) and Coase’s internal transaction cost theory (spatially- 
specific transaction costs theory) from the group of theories (refer to Table 2.9) 
advocated by Dunning. By deploying these theories, the available return (relative to 
the MNC’s home market and host/home-induced risks of MNCs in the host market 
can be perceived. These return and risk profiles are then reconciled to assess whether 
the available return in the host market is sufficient to offset the potential risks in the 
host market.  
In terms of I advantages, this research selects the new approach to orthodox 
internalisation theory offered by Dunning and Lundan (2008b). This new approach 
considers that I factor is not a dichotomous approach; rather, it is the combination of 
some make and some buy decisions. Based on this concept, this research uses the 
host market’s supply chain as the unit of analysis of I advantages in the context of 
multinational contracting; that is, I factor depends on how efficiently the home MNC 
leverages the host market’s supply chain (as mentioned previously in Section 2.3.4).  
The following Section 2.4 assesses the extent to which the approach to OLI 
factors that is identified and summarised in this section has been addressed in 
empirical testing of the OLI paradigm; this assessment includes the modest body of 
empirical work in the specific case of multinational contracting. An assessment of 
the extent to which this extant empirical work takes the unique characteristics of 
international construction into account is also made. 
2.4 EMPIRICAL TESTING OF OLI PARADIGM  
2.4.1 Scope of Testing 
Dunning (1979) tested the applicability of the eclectic paradigm in a number of 
countries including Japan, the UK, the US, Sweden and West Germany. Dunning’s 
(1980, 1986) empirical analyses of the US manufacturing MNEs with their 
operations in seven countries, and  Japanese manufacturing MNEs with their 
operations in the UK, were successful and show the deployability of the paradigm. 
Although the OLI paradigm was originally envisaged to explain the FDI in the 
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manufacturing industry, it was later deployed to explain cross border activities in a 
variety of sectors, such as banking (Cho, 1983; Grubel, 1977), hotels and tourism 
(Dunning & Mcqueen, 1982), general office activity (Dunning & Norman, 1979), 
and others. Table 2.11 summarises some of these empirical studies. 
Dunning and McQueen (1982) applied the eclectic paradigm to study the 81 
international hotel companies and their operations in 22 countries. Wymbs (2003) 
developed a theoretical framework by introducing the time dimension into the 
eclectic paradigm for examining the growth of the public utility industry (including 
the infrastructure for telecommunication, electric, gas and water). The foreign 
investment nature of the multinational corporations, their geographical orientation, 
and the way these factors have changed over the last 125 years are depicted in terms 
of the changing nature of the OLI variables. Hence, Wymbs deploys Dunning’s 
eclectic paradigm not only at the static viewpoint, but also at the dynamic viewpoint. 
Furthermore, several management scholars, economic geographers, evolutionary 
economists, resource-based theorists, and development economists have empirically 
tested the OLI paradigm (Cantwell & Narula, 2003). Moreover, Dunning (1989) 
strongly argues the deployability of the eclectic paradigm in various sectors, 
including construction, as shown in Table 2.12. 
Table 2.11. Empirical testing of OLI paradigm by Dunning and others 
Economic sectors/ subjects 
of study  
Country/regions References 
Banking sector From Italy Grubel (1977); Cho (1983);  
Piscitello (2003) 
Manufacturing sector In developed Countries; in Hong 
Kong; from the US; from Japan; In 
the UK ; from the US; from China, 
in Denmark 
Dunning (1979, 1980, 1986); Lee 
(1998); Li-Ying et al. (2013) 
General office activity Various Dunning & Norman (1979) 
Hotel sector  Global  Dunning & McQueen (1982); Dunning 
& Kundu (1995) 
Equipment leasing industry US Agarwal & Ramaswami (1992) 
Service sector US; from six developed countries; 
Chinese private firms 
Brouthers, Brouthers & Werner, 
(1996); Nachum (1999); Brouthers et.al 
(2009); Ji & Dimitratos (2013) 
Manufacturing & service sector From US Riahi-Belkaoui (1999) 
FDI  In Malaysia; in Sub−Sahara Africa Ramasamy (1999); Anthony (2002) 
Financial sector From developed countries Oxelheim, Randøy & Stonehill (2001) 
SMEs Central and Eastern Europe; from 
Switzerland 
Nakos & Brouthers (2002); Hollenstein 
(2002) 
Financial sector In developing countries Dilyard (2003) 
Various sectors In Latin America  Grosse (2003) 
International franchisers  From UK and US Pak & Beldona (2003) 
E-commerce sector Global  Dunning & Wymbs (2003) 
Public utility sector Global  Wymbs (2003) 
Technology In US Spender (2003) 
Extra-legal enterprise In US  Mudambi & Paul (2003) 
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Table 2.12. Illustrations of O, L and I advantages relevant to MNE activity in selected 
service sectors  
Adapted from “Multinational enterprises and the growth of services: some conceptual and theoretical 
issues,” Service Industries Journal, 9(1), 5-39, by J. H Dunning. Reprinted with permission from 
Taylor & Francis, Copyright © 1989 Routledge  
Source: Dunning (1989, p. 28) 
The examples of OLI advantages in construction activity observed by Dunning 
(and highlighted in Table 2.12) arise from the unique characteristics of construction 
process, product and services, as summarised in Section 1.1.4.3. In total, these 
characteristics emphasise the importance of horizontal integration by MNCs and 
have the effect of muting the alternatives of exporting or licensing. Thus, the MNC 
faces the simpler choice of whether or not to commit FDI if it is contemplating 
bidding for a new project in the host location. This shifts the importance and 
explanatory power of internalisation or I advantages from the FDI decision to the 
entry mode decision – having decided to commit FDI based on O and/or L 
advantages. In other words, the I factor in the orthodox OLI paradigm explains the 
how (FDI or Licence or Export) while, in the context of multinational contracting, 
the I factor explains how much FDI only (that is, the nature and extent of entry 
mode). 
Hence, an assessment is now given of the extent to which the empirical 
research, that applies the OLI paradigm in the multinational contracting context, 
acknowledges the unique characteristics of construction. Specifically, an assessment 
is given of the extent to which the research explores the relative importance and 
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theories (given in the previous section) to each of these factors in the context of 
multinational contracting, and in the manner described in the previous section. 
2.4.2 Multinational Contracting 
2.4.2.1 General studies 
The most notable empirical study in the context of international construction industry 
internationalization that is based on the OLI paradigm was completed by Seymour 
(1987). Other researchers such as Abdul-Aziz (1995), Cuervo (2002), Cuervo and 
Low (2003a; 2003b), Mansfield (1988), Low and Jiang (2004, 2006) and Wymbs 
(2003) also applied the OLI paradigm in the international construction context. Table 
2.13 provides a summary of these studies.  
Table 2.13. Empirical research concerning multinational contracting based on OLI 
paradigm 
Theory References  Applied to FDI type Focus 
OLI Seymour (1987) Global MNCs Outbound Factor analysis 
OLI Mansfield (1988) UK MNCs Outbound Factor analysis 
OLI Abdul-Aziz (1995) Global MNCs Outbound Factor analysis 
OLI Cuervo (2002) Singapore MNCs Outbound Factor analysis 
OLI Cuervo& Low (2003a; 
2003b; 2005) 
Singapore MNCs Outbound Factor analysis 
OLI Low & Jiang (2003; 2004) 
Low, Jiang & Leong 
(2004) 
 
Chinese MNCs Outbound Factor analysis and 
measurement of 
internalisation 
2.4.2.2 Seymour’s (1987) study 
Concentrating on the UK-based MNCs, Seymour (1987) was the first scholar to 
employ the OLI paradigm to identify various factors pertaining to O, L, and I 
advantages. The most important theoretical contribution of Seymour’s work was that 
the theory of international production can successfully be adopted for industry- 
specific research outside the area of multinational manufacturing. That is, Seymour's 
empirical study shows that the OLI paradigm provides a comprehensive and flexible 
tool for analysing the international construction industry, despite its unique 
characteristics.  
By deploying the product cycle theory and the product differentiation theory, 
Seymour explained O specific advantages of the UK-based MNCs operated in the 
Middle Eastern region. The analysis results of Seymour’s study relating to O 
advantage showed that product differentiation such that reputation or international 
working experiences, is the major FSA of MNC to compete with the indigenous host 
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market’s contractors offering similar services at similar prices. Beside this FSA, 
Seymour’s study identified that the quality of human capital in terms of investment 
made by firm in training of personnel, and the size of the firm in terms of technical 
and financial ability are other FSAs of MNC. Therefore, with regard to O analysis 
Seymour’s study shows only a list of factors rather than providing any suitable 
technique to measure the competitive advantages of MNC over indigenous rival 
contractors exogenously to win a bid in the host market.  
In terms of L advantage of the UK-based MNCs in the Middle East, Seymour 
tested forty location factors (as addressed by Dunning), and identified reputation or 
international experiences as the most important of these factors. However, Seymour 
does not deploy any particular theory to explain the MNC’s L advantage in the host 
market and to best describes its available risk and return profile in that market.  
In terms of I advantage, Seymour deploys Buckley and Casson’s (1981) growth 
model of firm (export-licensing-FDI), and explains internalisation as a process that 
involves different and progressive modes. In doing so, Seymour claims that he 
extends the scope of the earlier (1980s) version of Dunning’s paradigm. Based on 
Buckley and Casson’s model, Seymour first rejects the feasibility of licensing, and 
then shows the inseparability of export and FDI in the international contracting 
context. Seymour (1987, p. 108) considers the exports versus FDI dichotomy 
because of the fact that international construction firms first go through a ‘one-off’ 
project basis, which is similar to export, and then (eventually) set up a subsidiary 
office or more permanent office, which is similar to FDI.  
Seymour is criticised for his findings. First, Abdul-Aziz (1995) and Cuervo 
and Low (2005) criticise him for deploying Buckley and Casson’s (1981) model on 
multinational contracting, as this model is suitable for the manufacturing industry 
only. Second, Abdul-Aziz (1995) rejects Seymour’s export versus FDI concept for 
two reasons:  
First, from the moment a construction company decides to service clients 
directly in another country, it relies on the internal hierarchy. Even if the 
value-added activities are performed by foreign subsidiaries, the internal 
market controls the allocation of resources such as capital, management and 
technology (Buckley, 1983). Thus, the condition for internalisation is 
automatically met each time the overseas market is served directly by the 
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construction enterprise. Second, as Boddewyn et al. (1986, p. 43) indicate, 
Buckley and Casson's model (1981) is not suited to explain international 
contracting: . . . a comparison of exporting versus FDI is not appropriate in 
the cases of location-bound and combination services – as could be surmised 
from the international-product-life cycle theory (Vernon, 1966) which 
implies a possible choice between exporting and FDI, and a progressive 
evolution from the former towards the latter under certain conditions. In fact, 
some services require FDI or alternative non-equity forms of international 
production from the beginning, when part of the production-delivery-use 
chain must be performed abroad. Construction is one such service sector 
referred to by Boddewyn et al. (1986) since FDI does not necessarily have to 
be an outgrowth of exporting of construction services. Abdul-Aziz (1995, p. 
109–10) 
Third, Abdul-Aziz criticises Seymour’s view concerning the infeasibility of 
licensing in an international construction context. In this regard, Abdul-Aziz names a 
significant number of construction companies that have licensed the use of their 
name and proprietary technology to other companies. 
Although licensing might be possible in the construction industry, in the 
context of this research – the delivery of a major and complex road, bridge and 
tunnel project – it is not applicable. More specifically, in order to win the bid of a 
project over AUD 500 000 in the road, bridge and tunnel sector in Australia (the host 
market), MNC needs to be registered as a prequalified road, bridge and tunnel 
contractor under Australia’s NPS (NPS, 2010). Moreover, MNC needs to be 
physically present in the host market. In this sense, this research supports Seymour’s 
study in terms of the infeasibility of licensing. This research also supports various 
forms of market internalisation, as considered by Seymour (1987): 
…a non-equity alternative such as management contracting for example will 
contain characteristics of control of production of the final product that 
would only normally be associated with FDI in other industries. Through the 
management contract, the contractor can effectively control and supervise all 
on site work despite having no equity share in the project. In this sense, 
internalisation in international construction may be extended beyond basic 
100% ownership of production to apply whenever a firm of one nationality 
has control of production in another country other than ‘‘spot’’ or arm’s 
length off the shelf transaction. Hence, joint venture, turnkey, management 
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contracting, and sub-contracting may be considered within the internal 
organisation of the contractor, whereas in manufacturing these could be 
regarded as a form of externalization. Seymour (1987, p. 117) 
In contrast, this research discards the deployability of Buckley and Casson’s 
model (export-licensing-FDI) in multinational contracting on similar grounds to its 
dismissal by Abdul-Aziz (1995) and Boddewyn et al. (1986), as discussed 
previously. In doing so, this research disagrees with Seymour’s view of the 
inseparability of export and FDI in multinational contracting.  
In summary, there is lack of application of appropriate theories (as selected in 
Section 2.3) to explain OLI factors in the context of multinational contracting in 
Seymour’s study. Moreover, Seymour fails to test his hypotheses on homogeneous 
respondents: “As explained by Dunning (1998) homogeneity of the respondents is 
important in order to analyse the findings that can be attributable to the identified 
internalisation factors underpinning the foreign direct investments of international 
contractors coming from one country” (cited in Cuervo & Low, 2005, p. 153). 
2.4.2.3 Mansfield’s (1988) study 
In 1988, Mansfield adopted the OLI paradigm for a study of UK-based multinational 
corporations. The results of this study were formulated into a Strength, Weakness, 
Opportunity, and Threat (SWOT) analysis at both the country and firm levels. Based 
on the SWOT analysis, Mansfield explains the firm’s strengths in terms of technical 
expertise, management, and international experience; its weaknesses in terms of 
financial resources, size, and experience; its opportunities in terms of technical 
sectors and funded projects, industry reorganisation, and other factors; and its threats 
in terms of demand changes and competition.  
Mansfield identifies that the UK-based firms differentiated themselves as high-
order competitors in the foreign market because of their extensive expertise, quality 
of management and international experiences, as well as their FSAs in terms of 
reputation, size, human capital, and breadth of services. Moreover, Mansfield 
identifies that the CSAs of the UK-based multinationals are their financial and 
political backing. For example, financial institutions in the UK played a key role in 
determining whether projects could go ahead in certain regions, such as via the major 
aid agencies and the private UK banking sector.  
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According to Mansfield, one of the reasons behind a firm’s foreign 
involvement is that the consulting engineers, surveyors, and architects do not 
frequently need to visit the construction site and, therefore, have plenty of time to 
provide services in other countries to gain certain advantages. Mansfield points out 
that joint ventures with host country partners are either borne of choice, or are a 
result of a client’s mandatory requirements. The latter sometimes mean that 
advantages can be taken of cheaper local production facilities.  
In the case of locational advantages, firms normally tend to operate in the 
neighbouring country, and then gradually extend elsewhere, or to locations where 
they have had previous project experiences. In most cases, similar cultural 
background plays a significant role in determining locational advantages. 
Furthermore, demand in the host market is a major consideration in determining the 
activities of the firms in the sample. However, the extent to which the firms gains 
advantages from internalizing their attributes and dealing across national borders was 
not fully investigated in Mansfield’s study.  
In the context of this study, the MNC’s presence on the construction site is an 
obvious requirement, as the major responsibility of MNC involves delivering a road, 
bridge and tunnel project in the host market. Therefore, Mansfield’s assumption 
about the involvement of the consulting engineers, surveyors, and architects in 
foreign activities is not appropriate to MNC in this research context. Moreover, in 
this context, MNCs are not looking for cheaper local production facilities. Therefore, 
Mansfield’s study is not suitable for MNC in this research context, as its assumption 
of the firm’s foreign motivation does not match MS and ES MNC. On the other 
hand, the internalisation concept is profoundly lacking in Mansfield’s study.  
In summary, Mansfield identifies a list of OLI factors for the UK-based MNCs, 
but overlooks the application of appropriate theories to suit distinctive features of the 
international construction industry; in this case, the analysis of OLI factors in the 
context of multinational contracting. 
2.4.2.4 Abdul-Aziz’s (1995) study 
Abdul-Aziz re-examines Seymour’s application of the OLI paradigm by providing a 
clear definition of exporting, licensing and FDI in multinational contracting and, in 
doing so, criticises Seymour’s work (as mentioned in Section 2.4.2.2). Abdul-Aziz 
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(1995, p. 110) notes that FDI can happen in the first instance and, in this regard, 
quotes Casson’s (1982) explanation:  
…the true assets of the company – the construction professionals and 
managers – are highly mobile so that FDI can take place at the very first 
instance. That being the case, there should not have been any major hurdles 
in applying the original concept of internalisation.  
Based on Casson’s view, Abdul-Aziz criticises Seymour’s concept that the 
export versus FDI dichotomy is not applicable to international contracting. In 
contrast, Abdul-Aziz argues that licensing is possible in international contracting. 
However, in order to win a bid in the road, bridge and tunnel sector in Australia, the 
MNC needs to be physically present in Australia and registered under Australia’s 
NPS (as mentioned in Section 2.4.2.2). Therefore, both exports and licensing are not 
feasible in this context.  
Besides critiquing of Seymour’s work, Abdul-Aziz (1995) emphasizes the 
modifications to the three axioms of ownership, locational and internalisation 
advantages into Dunning’s framework for explaining multinational contracting. 
Abdul-Aziz also identifies more host CSAs (such as, ex-colonial link, host country’s 
local skills, host government assistance, local research, and development 
capabilities) than previous studies (Seymour and Mansfield). 
Similar to previous studies, Abdul-Aziz also identifies a list of OLI factors; 
therefore, the study can be criticised because of the lack of deployment of 
appropriate theories (as selected in Section 2.3) to explore the relative importance 
and explanatory power of OLI factors in the context of multinational contracting. 
2.4.2.5 Cuervo and Low’s (2003 and 2005) studies 
By deploying Dunning’s OLI paradigm, Cuervo and Low (2003a; 2003b; 2005) 
investigated the significance of ownership advantage and disadvantage factors, 
location factors, and internalisation factors pertaining to the Singapore Transnational 
Construction Corporations (STCC). Cuervo and Low (2003b) analysed the 
relationship between the ownership and locational factors and the firm-specific 
contextual variables (size, international age, multinationality, and the extent of 
specialisation/diversification) of STCC in the ASEAN region. The most significant 
ownership advantages of STCC are identified as: Information; knowledge; 
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technology; R&D capability; the firm's name and reputation; and management and 
organisational capability. The study found almost the same O factors as those 
identified by Seymour and Mansfield. However, some variations were also observed; 
for example, Seymour conducted his study on the UK-based MNCs operating in the 
Middle East (outside their home region), while Cuervo and Low conducted their 
study on Singapore-based contractors operating in the ASEAN countries and China 
(all inside their home region). Cuervo and Low do not deploy any theories that either 
acknowledged the unique characteristics of international contracting, or explain and 
analyse the competitive advantages of STCC relative to a particular host market’s 
contractors.  
Cuervo and Low (2003a) identify the host governments’ attitudes, policies and 
regulatory framework; its social, political, cultural and geographic factors; and its 
cost of doing business, as the most important host location factors for STCC 
operating in other ASEAN countries. Although Cuervo and Low distinguish that the 
host/home-induced culture and geographic and political distances are the important 
location attributes, Cuervo and Low do not use any theories to explain how these 
host/home-induced distances impact on the risk perception of STCC in setting up 
business in the host market. In order to identify the location specific factors of the 
host market, Cuervo and Low refer to Porter’s diamond model. In contrast, this study 
finds that Porter’s five forces model is more appropriate than the diamond model for 
comparing the return available from the host market relative to home market from a 
similar industry sector. 
Based on Dunning’s earlier concept of orthodox internalisation theory 
concerning I advantage, Cuervo and Low (2005, p. 151) explain that, “FDI occurs 
whenever a construction firm serves an international market because of the value-
adding or income-producing criteria.” They discard exports, but support licensing in 
multinational contracting. That is, based on I advantages or disadvantages, MNC can 
determine whether to externalise or internalise the host market. This research 
disagrees with Cuervo and Low in terms of licensing, and explains that licencing is 
not possible in the context of delivering a road, bridge and tunnel project in Australia 
(as explained in Section 2.4.2.2). In addition, this research selects Dunning and 
Lundan’s modified concept of I; that is, that it is the combination of some 
externalised, and some internalised, decisions of the firm. 
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In summary, similar to previous studies (as described earlier), Cuervo and Low 
(2003a; 2003b; 2005) also identify a list of OLI factors in the context of 
multinational contracting; however, they do not deploy any suitable theory to 
operationalise OLI factors in this context. 
2.4.2.6 Low and Jiang’s (2004 and 2006) studies 
Low and Jiang (2004; 2006) and Jiang (2006) re-examined the OLI paradigm in the 
context of the international construction industry and its applicability to the Chinese 
MNCs. They considered specialty factors (S) in their study, as an important aspect of 
an MNC. They developed the OLI+S model, and two transaction chain models 
(transaction cost theory and internalisation theory), to estimate Chinese MNCs’ 
international business and marketing strategies in terms of identification of their OLI 
advantages and disadvantages in the international construction market. By using the 
rough set analysis technique, Low and Jiang established causality relationship among 
various OLI factors.  
In this process, some ratios were used to measure the degree of 
internationalisation of firms. For example, the ratio of International Revenue to Total 
Revenue (IRTR) was employed to identify the O advantages. International Business 
Distribution (IBD), in terms of the ratio of the number of the countries in which the 
firm worked in a particular period to the number of countries in which the firm may 
have potential to work in, was used to define the L advantages. In addition, Overseas 
Management Structures (OMS), in terms of the ratio of the number of overseas 
subsidiaries and associates to the total number of such offices, was applied to 
identify the I advantages.  
Low, Jiang and Christopher (2004) did comparative studies of the British 
versus Chinese MNCs, and the Singaporean versus Chinese MNCs. The comparative 
study of the British versus Chinese MNCs indicates that the Chinese contractors are 
still in the initial stage of internationalisation in the global market. In contrast, the 
comparative study of the Singaporean versus Chinese MNCs shows that MNCs from 
both nations share some common factors in terms of OLI advantages. However, their 
OLI advantages and disadvantages might vary in the international market due to the 
economic nature of the two countries. Additionally, by considering economic and 
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geographical conditions in China, Jiang (2006) applied the OLI paradigm and 
extended it into the domestic (Chinese) market context. 
Low and Jiang (2004, 2006) established an estimation method to determine the 
degree of internalisation of Chinese MNCs. However, their study can be criticised in 
terms of the way they have calculated the OLI advantages of Chinese MNCs. The 
internalisation ratios they used were descriptive only, and did not explain 
internationalisation, as defined by Dunning and Lundan (2008b). On the other hand, 
the dependent variable (DV) in their study, such as performance, was measured in 
terms of the degree of internationalisation. In reality, these measures are tautological 
as they measure of both the independent variables (IVs) and the DV in the same 
terms. Moreover, these ratios can be useful indicators of the performance of a firm 
only. Thus, Low and Jiang measured the international performance of the Chinese 
MNCs by deploying OLI factors in the regions where most of the Chinese MNCs 
were operating. 
In summary, Low and Jiang’s study does not apply appropriate theories (as 
selected in Section 2.3) to explore the relative importance and explanatory power of 
OLI factors in the context of multinational contracting.  
2.4.2.7 Summary 
In summary, empirical studies (as discussed in earlier section) of the OLI framework 
and multinational contracting focus on outbound FDI among individual MNCs, or 
MNCs collectively, as an industry representing a particular country. For instance, 
previous empirical studies of multinational contracting mainly investigate a list of 
OLI factors that need to be considered for outbound FDI by the UK MNCs, Chinese 
MNCs and Singaporean MNCs. However, none of these studies (with the exception 
of Seymour’s) identifies the relative importance and the explanatory power of OLI 
factors by fixing a host country, and by operationalising theories (as selected in 
Section 2.3) that suit the unique features of the international construction industry. 
Although Seymour’s (1987) study is the most advanced (because of his fixing of host 
and home countries), he does not explain the relative importance of OLI factors by 
deploying appropriate theories.  
All of these studies, therefore, suffer from weaknesses similar to those found in 
empirical studies in other sectors (refer to Section 1.2). By addressing these 
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limitations, the following section refines the current research opportunity in the 
context of multinational contracting.  
2.5 REFINING THE RESEARCH OPPORTUNITY 
Despite the dominance of the OLI paradigm as a theory of internationalization for 
over three decades, and Dunning’s observation that this approach can be readily 
applied to service sectors (including construction), there are only a modest number of 
empirical studies that have tested the OLI paradigm in the context of multinational 
contracting. Moreover, these empirical studies pay limited attention to the unique 
characteristics of construction; accordingly, they substantially miss the opportunity 
that these unique characteristics offer for exploring the relative importance of the 
OLI factors. Additionally, these studies do not deploy and operationalise the most 
relevant theories, as identified and described in Section 2.3.  
For these reasons, there is an exciting opportunity not only to investigate more 
fully the question of selecting overseas location and patterns of MNC activity in the 
important sector of public roads, bridges and tunnels but, more fundamentally, to 
contribute to the development of the OLI paradigm. In terms of developing the OLI 
paradigm, there are a number of specific key opportunities: 
• To add to the body of empirical work that deploys the OLI paradigm and, in 
doing so, to increase the scope of this work to cover multinational contracting in 
the Australian public roads, bridges and tunnels sector. The scope is increased 
along two dimensions: the nature of the sector, and the focus on in-bound FDI (as 
opposed to the extant body of empirical work that focuses on out-bound FDI); 
• To pay close attention to the unique characteristics of construction that promote 
MNCs’ growth by horizontal integration; that is: location specificity; client-led 
demand; the targeting of competitive advantages into complex projects that 
increase the reliance of MNCs on local resources and complex supply chains, 
including local subcontractors and suppliers. In total, these unique characteristics 
make export or licence (as alternatives to FDI) impractical. Thus, the question of 
selecting overseas location and patterns of MNC activity is refined to ‘FDI or no 
FDI?’ In turn, this promotes the explanatory power of the O and L factors (given 
that the I factor seeks to explain the choice of export, licence or FDI), and 
consequently demotes the explanatory power of I factor on this question. At the 
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same time (and logically), however, this is likely to promote the explanatory 
power of the I factor on the question of how much FDI, along with choice of 
entry mode when FDI is selected and once the MNC has selected an overseas 
location in which to bid for a new project and effectively commit some level of 
FDI. In brief, this changes the role of the I factor from explaining the how (in the 
orthodox OLI paradigm, in terms of FDI, versus licence, versus export) to how 
much (if FDI, then the nature and extent of the FDI in terms of entry mode) in the 
context of multinational contracting. At the same time, O and L continue  to 
speak to the why and where (respectively) on the question of selecting overseas 
locations to bid (FDI or no FDI), and on the question of patterns of MNC more 
generally; 
• To explore different approach (es) to measuring FDI as a DV, prompted by the 
same unique characteristics of construction that promote MNCs growing by 
horizontal integration. This is in light of the relative importance of the O and L 
factors that can explain actual observed FDI, that can explain an absence of FDI, 
and that are upstream of the I factor (that focuses on actual observed FDI, rather 
than the absence of FDI) and export and licence. Seymour (1987) states that: 
By specifying the need for simultaneous attainment of the three conditions, 
the OLI framework does not automatically assume that these factors are 
fixed but enables them to vary with firm and industry specific 
characteristics. (Seymour, 1987, p. 57)  
Seymour (1987) again argues that:  
Although OLI variables may be classed separately, the interdependence of 
these components is an essential part of the framework that suggests that 
clearly defined limits between the OLI advantages may not exist. (Seymour, 
1987, p. 57) 
That is, Seymour indicates that understanding the relative importance of the O, L 
and I independent variables with respect to the attractiveness of a particular 
sector and host location would be very valuable, but very difficult to achieve. 
Indeed, none of the previous studies attempt to identify the relative importance of 
OLI advantages, based on the types of foreign activities of construction MNCs in 
the context of multinational contracting. Therefore, there is a substantial absence 
of comprehensive research towards developing a theoretical framework to 
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operationalize OLI theory (and, again, subject to types of foreign activities), and 
to display the relative explanatory power of the OLI advantages, in explaining 
cross border transactions of multinational contractors. 
• To deploy and operationalise the range of microeconomic theories identified and 
described in Section 2.3, to achieve a far more meaningful analysis that includes 
not simply the assessment of differences between firms, but also the differences 
between countries by fixing the focal host market (Australia), and allowing the 
effects of induced differences, or distances, between competing firms in various 
host countries to be incorporated into the analysis. This is a much more 
sophisticated approach, and beyond the analysis of Likert-like scale responses to 
long lists of factors collected in survey work in the empirical studies in 
construction. These studies simply list and measure key factors that affect 
outbound FDI, without allowing for any host/home-induced effects. Indeed, the 
‘shopping list of variables approach’ in survey work is a key criticism, not only 
of the empirical work in construction-related studies, but of all OLI empirical 
work (Grosse, 2003). Dunning elaborates on this critique: 
It is clear that these studies can, at best, do little more than identify and 
perhaps rank by importance the sort of factors which business take into 
account in establishing production units abroad…in summary, they may be 
criticized, partly because they fail to differentiate between motives and 
determinants, partly because they do not identify the assumptions underlying 
the answers given by firms, and partly because no attempt is made to 
normalize for differences in the characteristics of firms or countries. 
Dunning (2002, p. 67) 
Moreover, Dunning notes: 
The propensity of enterprises of a particular nationality to engage in FDI will 
vary according to the economic-, institutional- and cultural- specific 
characteristics of their home countries, and those of the country(ies) in 
which they propose to invest, the range and types of products they tend to 
produce, and their underlying management and organisational strategies. 
Dunning (2008b, p. 103) 
Hence, an approach that allows for host/home-induced differences invokes the 
consideration of host/home-induced culture; of administrative, geographic and 
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economic distances; and represents a more effective way of accounting for the 
variations noted by Dunning. 
2.6 SUMMARY 
This chapter has established Dunning’s OLI paradigm as the core theoretical 
framework in this thesis. Among the general MNE theories, this paradigm has 
undergone, by far, the most development, and the most empirical testing. This 
empirical testing also shows the applicability of the OLI paradigm to several sectors, 
including construction. However, only a modest number of studies have deployed the 
OLI paradigm in the context of multinational contracting and, at the same time, they 
have largely ignored the unique characteristics of construction activity. This creates a 
substantial opportunity to deploy the OLI paradigm and to refine it in the context of 
multinational contracting. More specifically, there is an opportunity to increase the 
scope of the OLI paradigm to explore the relative importance of the OLI factors, 
including exploring new approach (es) to measuring FDI as a sole dependent variable 
in the paradigm. There is also an opportunity to deploy and operationalise a range of 
microeconomic theories, and in a more sophisticated way than has been done to date, 
and which allows for the effects of host/home-induced differences, or distances, of 
various kinds (including cultural distance and beyond geographical distance) to be 
observed. 
The focus of the next chapter is the development of a new theoretical 
framework and propositions to reflect the unique characteristics of construction. In 
the process, it explores the relative importance of the OLI factors, including the 
development of a new approach to measuring FDI as the sole dependent variable 
(having justified discounting export and licence) in the question of overseas selection 
in the context of multinational contracting. The chapter also incorporates an 
approach to fixing the host location to allow for the effect of host/home-induced 
differences, or distances (including cultural distances), to be observed. In contrast, 
Chapter 4 then focuses on the operationalisation or measurement of the economic 
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Chapter 3: Theoretical Development 
3.1 INTRODUCTION 
The review of literature in the previous chapter revealed a substantial opportunity to 
develop the OLI paradigm in the context of multinational contracting, while mindful 
of the unique characteristics of construction activity. This chapter now develops a 
new theoretical framework and a set of hypotheses to reflect these unique 
characteristics. The framework and hypotheses are designed to surface the relative 
importance of the OLI factors in the selection of overseas locations in which to bid 
for new projects and to commit FDI. The new theoretical framework incorporates the 
critical effects of differential cultural, administrative, geographic and economic 
distances between MNCs from different home countries, and vis-à-vis the road, 
bridge and tunnel (focal) sector in the focal host country (in this study, Australia). 
The chapter begins by developing a new approach to conceptualising FDI as the sole 
DV in this research, which is also a consequence of fully accounting for the unique 
characteristics of construction activity. 
3.2 NEW APPROACH TO CONCEPTUALISING FDI AS THE SOLE 
DEPENDENT VARIABLE 
As mentioned in the summary of the last chapter, the unique characteristics of 
construction activity promote MNC growth by horizontal integration. These unique 
characteristics are location specificity; local host market client-led demand; MNC 
targeting of its competitive advantages into large and complex projects that suit these 
large Tier 1 contractors; and the subsequent increase in MNC reliance on local 
resources and complex supply chains (including local subcontractors and suppliers). 
These unique characteristics of construction activity make export or licencing by 
MNCs (as alternatives to FDI) impractical. Thus, the question of selecting overseas 
locations in which to bid for new projects and patterns of MNC activity is restricted 
(in this case) to some level of FDI, or no FDI.  
It has also been mentioned that the question of whether to commit to FDI or 
not, is likely to have the effect of promoting the explanatory power of the O and L 
factors, or the why and the where, as the key factors in the decision. At the same 
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time, the I factor’s overall explanatory power in the eventual FDI decision, given that 
its orthodox role is to focus on the how (export, licence or FDI), is consequently 
adjusted in this case of FDI only. That is, the MNC knows that in order to bid for an 
overseas project in a new location, it will need to commit some level (and probably a 
significant level) of FDI. This means that the role of the I factor is changed to explain 
what level of FDI materialises (and not FDI, versus export, versus licence). In other 
words, the I factor’s focus is now on how much, or the nature and extent of the mode 
of entry that might be viable given the configuration of O and L factors that the 
MNC assesses in respect of a particular host market it is considering entering. Thus, 
the I factor plays an initial role (similar to reflecting a lurking variable in terms of the 
given level of FDI required in this context), and then plays a more explicit role 
downstream in terms of explaining the nature and extent of FDI. This occurs after the 
MNC has decided it is attracted to the potential host market following an initial 
assessment of the O and L factor s.  
This is not to discount or denigrate the I factor’s contribution to this research. It 
is, in fact, to the contrary. Some level of FDI is required and taken as a given at the 
outset, which creates a significant issue and hurdle for the MNC in terms of having 
to be satisfied that it has sufficient O and L advantages to achieve this threshold. 
Also, and subsequently, the I factor plays a key role in explaining the MNC’s entry 
mode that is designed to reflect how its relative O and L advantages can be leveraged 
in a viable way in the target host market.  
It does mean, however, that the operation of the I factor, and the way in which 
this factor explains variations in the levels of FDI, occurs after the MNC has initially 
assessed its relative O and L advantages and after it has decided that, prima facie, it 
is attracted to the target host market. As a corollary of this, there could be situations 
in which an MNC enters a market in the presence of significant I disadvantages that 
are outweighed and compensated by strong O and L advantages. In contrast in this 
situation, and under the orthodox operation of OLI hypothesis (in sectors that have 
the choice of export, licence or FDI), the firm would have more likely decided to 
export and/or licence in preference to FDI into this market. Evidence that would 
support this expectation and the new theoretical framework developed in this chapter 
would be found when the assessment of the I factor per se yields an unreliable 
prediction with regard to the question of selecting an overseas location and patterns 
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of MNC activity. This situation is returned to later in the chapter and in Section 
3.3.4, which deals with the development of the I factor hypothesis. In brief, all of 
these factors indicate that a new measure of FDI, and as the sole DV in this context, 
is needed. This new measure is a prerequisite to developing the new theoretical 
framework in this chapter.  
The requirement to develop a new measure of FDI, and as the sole dependent 
variable in this context, is further justified when the time dimension in the evolution 
of the MNC into the host market is considered. That is, in the initial entry mode 
period (or in time t), there may well be MNCs which display very modest FDI; 
however, this may well belie a considerably high level of attractiveness that the 
MNC holds in the host market in the long-term (or in t+1). In this case, the MNC 
might decide that risks arising from transaction costs associated with initial I 
disadvantages can be mitigated by limited and cautious investment, and by seeking to 
develop familiarity with the supply chain towards increasing the level of FDI in t+1. 
At the other extreme and in t+1, there could be MNCs that have considerable FDI 
and have become well established in the host market, but have experienced a recent 
change that causes them to want to divest from this host market. In other words, at a 
particular point in time, the level of attractiveness conveyed by a MNC in a host 
market may not be accurately conveyed by the observed level of FDI.  
It is also logical to expect to see significant variations in the level of 
attractiveness in the host market expressed by MNCs who have yet to commit any 
FDI to that market. At the extremes of this category of non-FDI MNCs, vis-à-vis the 
focal sector and in the focal host country, there could be MNCs at the margin and on 
the verge of committing FDI to the host market that are associated with a reasonably 
high level of attractiveness in that market. At the other extreme, and again in this 
non-FDI category, there could be MNCs who have little or no intention of 
committing FDI to the host market that have extremely low levels of attractiveness in 
the host market. 
Therefore, the level of attractiveness as a measure and proxy of FDI as the sole 
DV, rather than observed FDI, aligns with the idea developed in thesis: that, in the 
context of multinational contracting, the operation of the O and L factors occurs 
before the initial selection of the host market, and that the full operation of the I 
factor (including its application to the question of entry mode) occurs after this initial 
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selection. This approach is also consistent with the research design (explained in the 
following chapter), which is conducted in cross-sectional mode and at a particular 
point in time  
Moreover, using attractiveness as a measure of FDI and as the sole DV will 
yield a more accurate measure of FDI in terms of assessing more precisely the 
relationship between each of the OLI factors and FDI, in pursuance of testing the 
new theoretical framework developed in this chapter. This precision includes the 
opportunity to measure how much each of the OLI factors contributes to the overall 
attractiveness of the host market; that is, the attractiveness of each factor can be 
matched with overall attractiveness. This approach is facilitated by the likelihood of 
obtaining more refined observations of FDI variations by using a continuous scale 
rather than a categorical scale associated with different types of FDI. These 
observations can also be envisaged as co-varying with the attractiveness of each of 
the OLI factors measured using the same scale. 
Finally, the approach of using the level of attractiveness as a measure and 
proxy of FDI/the sole dependent variable is more appropriate to circumstances in 
host countries such as Australia with a dearth of MNCs from different home 
countries. In other words, a reliance on FDI measure in terms of actual observed FDI 
would create a skewed outcome on this dependent variable with only a small number 
of data points concerning actual FDI. 
All that said, it should be expected that towards the very high level of overall 
attractiveness and towards the very low level of overall attractiveness, some actual 
FDI and an absence of FDI, respectively, should be observed. On this basis, it is still 
useful to also measure actual FDI/non-FDI to help corroborate and strengthen the 
measure of FDI and the overall findings.  
3.3 NEW THEORETICAL FRAMEWORK FOR THE OPERATION OF OLI 
VARIABLES IN MULTINATIONAL CONTRACTING 
3.3.1 Key Features  
The new theoretical framework developed in this chapter for the operation of the OLI 
factors in the context of multinational contracting is shown in Figure 3.1, and has 
already been described elsewhere by Rahman, Bridge, Rowlinson and Kwok 
(2012b). As mentioned, this new theoretical framework is designed to fully reflect 
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the unique characteristics of construction activity and, in doing so, to surface the 
relative importance of the OLI factors to the question of selection of overseas 
locations in which to bid for new projects, and in which to commit FDI.  
Having established a new approach to measuring FDI/the sole DV in this 
thesis, Figure 3.1 illustrates the central position of this DV, which is positioned 
between the OLI factors; that is, between the left hand side of the I factor 
(concerning the requirement to commit some level of FDI if bidding for a new 
project), and the right-hand side of the I factor (that seeks to explain how much actual 
level of FDI or entry mode, rather than the orthodox how or export versus licence 
versus FDI question).  
 
Figure 3.1. New theoretical framework for the operation of the OLI in the context of 
multinational contracting 
Another key feature of this new theoretical framework concerns the implication 
that attractiveness is established by fixing the host location and home locations. In 
other words, the focus of this new theoretical framework is in-bound FDI. Thus, this 
approach incorporates the critical effects of differential cultural, administrative, 
geographic and economic distances between MNCs from different home countries, 
and vis-à-vis the focal sector in the focal host country (in this study, public sector 
major road, bridge and tunnel projects in Australia). This approach is therefore 
consistent with Dunning and Lundan’s (2008, p. 142) more recent propositions, with 
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the schematic showing the O and L factors interacting around and with the I factor, 
thus representing the more specific operation of the OLI factors in the context of 
FDI. These factors (Figure 3.1) concern a combined firm and national level analysis 
in a static orientation, and include the influence of institutions and their 
interdependencies, or the concept of distance.  
In order to show more clearly the concept of distance arising from, among 
other things, the influence of institutions and their interdependencies, three key 
moves are delineated in the theoretical framework (in Figure 3.1) by separating the 




Justification for treating the Oi as distinct from other parts of the O factor and 
joining this with the L factor includes the relevance of the effect of cultural and other 
kinds of institutional distances between host and home countries to both the Oi and L 
factors. More specifically, Oi advantages can be treated as a location-bound factor 
and linked with L advantages on the issue of host market’s attractiveness. As argued 
by Narula and Santangelo (2012, p. 20), “Locational advantages and O advantages 
are concatenated, implying that they are inextricably linked together and yet are not 
the same object”. Moreover, Narula and Santangelo (2012, p. 20) state: “This 
interaction lies at heart of economic geography.”  
In summary, the three key moves concern: the Oa and Ot parts of the O factor; 
secondly, the combined Oi and L factor; and thirdly, the I factor. A hypothesis 
emerges from the articulation of each of these key moves, as is described in the next 
three sections. 
Figure 3.2. Three key moves developed in new theoretical framework for the operation 
of the OLI in the context of multinational contracting  
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3.3.2 First Key Move Concerning Oa and Ot Advantages 
The first key move concerns O factor resources that are not affected by the target 
location; that is, Oa and Ot advantages, which are firm-specific advantages. 
According to orthodox OLI (as mentioned in Section 2.2.2.1), Oa originates from 
firm-specific asset-based advantages. In multinational contracting, these Oa 
advantages are related to the superior services offered by the firm in terms of its 
management, technical and financial skills, including its investment in research. In 
other words, these Oa advantages empower efficient organisation within the firm, and 
give the firm a privileged position in the market (Lundan, 2010)  
In terms of Ot advantages, orthodox OLI states that these advantages arise from 
the economies of common governance due to the firm being part of a multi-plant 
enterprise, and from multinationality – factors which are, again, not location-specific. 
However, the economies of common governance, in terms of exploiting differences 
in factor endowments and/or coordinating separate value-adding activities across 
national boundaries, are restricted in construction due to the final product 
characteristics and high location specificity of construction output. In multinational 
contracting, it is more likely for MNCs to gain Ot advantages from coordinating 
finance among projects across national boundaries. Moreover, the Ot advantages of 
MNC can be credited to the ability of the firm to effectively coordinate the inputs 
and maintain the network of the various independent subcontractors on projects at 
different locations (inside or outside of home country). These combined O (Oa and 
Ot) advantages provide the firm with competitive advantages over other MNCs. By 
deploying RBT, these O (Oa and Ot), advantages can be measured (as stated in 
Section 2.3.2.7.2). 
Based on the contribution of Penrose (1959) and others (Barney, 1991; Peng, 
2001), RBT claims that a firm can only attain sustainable competitive advantages if it 
possesses valuable, rare and difficult-to-imitate or costly-to-substitute resources. 
RBT also clarifies the reason for the existence of the firm and its sustainability and 
economic rents (Mahoney, 1995; Moon & Lado, 2000). The value variable in RBT is 
the principle variable and would need to be placed in an observed competitive 
advantage (or away from a competitive disadvantage) to support RBT (Foss & 
Knudsen, 2003, p. 294).  
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With reference to Dunning and Lundan (2008), RBT is deployed to assess O 
advantages in multinational contracting. That is, in order to identify the attractiveness 
of the Australian market as an upstream proxy of FDI, the potential home MNC 
needs to possess competitive advantages on at least some of the O attributes 
(depending on project size and complexities) relative to local host contractors and 
other rival MNCs, vis-à-vis the focal sector and in the focal host country. Therefore, 
the O advantages possessed by MNCs can be linked with the DV to redevelop the 
RBT hypothesis in the context of MNC in the following way: 
Hypothesis 1: The more competitive the advantage of the home MNC arising 
from its O resources (when compared to the O resources of the domiciled 
Australian (host) contractors and rival home MNCs) to deliver and manage a 
major public sector road, bridge and tunnel project in Australia, the more 
likely that the home MNC will be attracted to the Australian (host) market, 
and the more likely it is that the actual FDI by this home MNC into this 
Australian market will be observed. 
Having assessed MNC’s ownership (O) strengths relative not only to rival 
home contractors vis-à-vis the host country (Australia), but also to potential rivals 
from other competing home counties vis-à-vis the host country (Australia) and to 
rivals already established in the host country (Australia), if the prospective 
multinational contractor feels it can win a contract to construct a public sector major 
road, bridge and tunnel project in Australia (subject to conducive contextual factors 
concerning motivation/strategic objectives), further analysis of the costs and benefits 
of doing business in the host location (Australia) is warranted and is the subject of 
the next key move.  
3.3.3 Second Key Move Concerning Location Bound (Oi and L) Advantages 
The second key move concerns multinational firms’ Oi advantages in the targeted 
host location by incorporating L factor. Oi advantages represent an imprint of the 
institution environment (L factor) of the home country (Cantwell, Dunning & 
Lundan, 2009). Oi advantages can be distinct from other O advantages and subjected 
to changes in external demand and taste, as they vary with culture, norms, values and 
other kinds of psychic distance. Psychic distance can be defined as “the factors 
preventing or disturbing firms learning about and understanding of a foreign 
environment” (Vahlne & Nordstrom, 1992, p. 3). According to Dunning and Lundan 
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(2008), psychic distance signifies a transaction cost of doing business across national 
boundaries; furthermore, it can be expected to vary based on the nature of economic 
activity conducted in each of the countries. Therefore, this second step estimates the 
level of congruence or distance between home MNC and the target location or host 
country that determines the home MNC’s institutional factors (Oi advantages) and, at 
the same time, the location (L) advantages. That is, if the prospective home MNC 
possesses O (Oa and Ot) advantages, a further analysis of the cost and benefits of 
doing business in the host location is warranted.  
This further analysis of the cost and benefits of doing business in Australia 
(host country) is likely to include an assessment of institutional distance, including 
the effect of home/host-induced distances and, in particular, cultural, administrative, 
geographic and economic distances. These distances of various kinds affect the level 
of investment/set-up costs in melding the prospective multinational firm’s ownership 
advantages and capabilities and, particularly, its institutional O advantage (Oi) with 
the host location. Thus, the greater the host/home-induced distances, the more likely 
the home MNC needs to adapt the host market’s institutional environment; 
consequently, this distance increases the internal management costs of MNC.  
Coase (1937, p. 45) anticipates “…it would appear that the costs of organizing 
and the losses through mistakes will increase with an increase in the spatial 
distribution of the transactions organized, in the dissimilarity of the transactions...” 
More generally, Coase (1937) concludes that any changes such as innovations in 
technology (as an example, Coase mentions the innovation of telephone and 
telegraph) that improve management function will tend to increase the size of the 
firm and, in this case, the horizontal FDI. And indeed, in the OLI framework, 
Dunning and Lundan (2008b) observe: 
Dramatic reductions in communications and transportation costs, combined 
with the increasing interconnectedness of cross-border markets has resulted 
in an increase in the number of locations where value adding activities can 
take place. Dunning and Lundan (2008b, p. 126) 
The key issue to highlight here is that ex ante, or before the multinational 
contractor actually commits any FDI, the research question amounts to one of 
horizontal integration in which the prospect of transaction costs arising internally, or 
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hierarchical failure, acts to deter horizontal integration or internalisation and FDI in 
the host market.  
Rugman and Verbeke (2005) develop an approach that very concisely brings 
together Coase’s overarching thesis and aspects of Williamson’s TCE to explain how 
location-specific linking investments (arising from asset specificity or distance of 
various kinds between home and host location) are required to tie together FSAs 
(pertaining to the O factor) and CSAs. This approach can be used to explain 
additional costs of doing business abroad, such costs being higher in host-region 
markets than in home-region markets. This is why most American, European and 
Asian MNEs in a single industry have a concentration of their sales in their home 
region. Wolf et al. (2012, p. 71) define this home region as a region where the 
headquarters of an MNC is established, and where it has a significant amount of its 
activities (sales and assets). Moreover, Wolf et al. comment on Rugman and 
Verbeke’s (2004) explanation of home-region orientation, which is based on the 
logic of hold-up and transaction costs economics, and which currently dominates the 
IB (International Business)/IM (International Management) literature. 
At the same time, this key move also concerns perceptions of the return 
available in the host market. This analysis of return in the host location is likely to 
include expectations of winning contracts, margins, and a future pipeline of projects 
that outweigh, or at least return, the investment costs of set-up to prepare to bid for 
new projects in the host market. That is, a desirable level of demand and a favourable 
supply side in the host market, including the competition/industry level of 
profits/returns relative to the prospective MNC’s home market and other possible 
competing host markets, all contribute to overall perceptions of return.  
At a glance, this appears to be a case of how much the home MNC perceives it 
can shape the host market to its advantage once it has become fully established in a 
period of (say) a few years, or in t+1. Consequently, the level of attractiveness to the 
host market might not be fully revealed in the presence and level of FDI by the new 
entrant in initial period t to establish the new MNC entrant in the host market. In 
other words, initial entry modes within the initial period of a few years t may be very 
tentative and, if maintained, would be unlikely to deliver the level of control and 
return necessary to return the investment or set-up costs. L advantages may not be 
available to all firms at similar costs. Therefore, the assessment of Oi advantages and 
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L advantages is a more accurate determination of the MNCs’ perceptions of the 
attractiveness of the host market, and is also more consistent with the MNCs’ longer 
term plans vis-à-vis the host market  
In summary, the effect of the IV, L advantages (also covering Oi advantages) 
on the DV (actual FDI) can be assessed by deploying and reconciling the 
measurement of two key dimensions of L advantages: the dimension concerning the 
size of returns in the host market relative to the home market and all competing host 
markets, reconciled with the dimension reflecting the level of risk in the host market 
relative to all competing host markets. Based on this, the L advantages (also 
incorporating Oi advantages) possessed by MNCs can be linked with DV to develop 
the location-related hypothesis in the context of MNC in the following way: 
Hypothesis 2: The more the home MNC perceives that the returns/profits 
available in the host market outweigh the set-up and delivery costs or 
investment risks in the host market, the more likely that the home MNC will 
be attracted to the Australian (host) market, and the more likely that actual 
FDI in this market by the MNC will be observed.   
At this point, if the host location continues to remain attractive (based on 1st 
and 2nd key moves), some deeper exploration of the favourability of the targeted host 
market’s supply chain (subcontractors and suppliers) is warranted. The purpose of 
this deeper exploration is to assess the actual level of FDI required beyond a required 
level that the MNC would normally be comfortable to extend to a new location. This 
is the subject of the next, and final, key move. 
3.3.4 Third Key Move Concerning I Advantages 
Perceptions of the host market’s supply chain revolve around the level of control and 
internalization the prospective MNC feels it would need to pursue in order to 
leverage the local supply chain and to be competitive in the host market by ensuring 
delivery of the project(s) in a timely manner, while maintaining its reputation. This is 
consistent with Dunning and Lundan’s (2008) comments that it is not the decision of 
MNCs whether to make or buy; it is more the decision of how much to make and how 
much to buy. In this sense, in multinational contracting, the I factor does not indicate 
whether to internalise or externalise; rather, the I factor in this context focuses on 
how much a combination of internalisation and externalisation the MNC considers is 
best to manage the project, including the supply chain, in the host market. Hence, if 
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the MNC is attracted to the host market and is contemplating FDI and the issues of 
immobility and location specificity (mentioned above), the question then is not 
whether to FDI or export or licence; rather, the question is how much the MNC 
internalises the host market’s supply chain, and how much it externalises the host 
market’s supply chain.  
On the face of it, if the prospective MNC perceives an unfavourable host- 
market supply chain, this host market might still be attractive by virtue of selecting a 
favourable entry mode in the host country. That is, the prospective MNC might 
consider a third move relating to alternative initial entry modes (in time t) that does 
not involve it bidding as lead/head contractor, and that mitigates issues in dealing 
with the host market’s supply chain. More specifically, these alternative initial entry 
modes offer an interim step and period in which the prospective MNC is able to 
develop its management capability internally and externally in coordinating the 
supply chain (and in eventually shaping the supply chain itself) while being protected 
from unacceptable levels of risk of investment losses. Here, the role of competent 
counterparts is crucial in terms of sharing the responsibilities of the head/lead 
contractor role. For example, in the instance where the prospective multinational 
contractor feels that the only viable entry is a shorter-term project-based approach, a 
partnership/joint venture mode with an already established local contractor could be 
viable. Thus, the prospective multinational contractor might consider bidding as a co-
lead contractor, as opposed to a single entity wholly responsible for the outcomes. 
The remaining part of this final key move in, t+1 envisages the situation in 
which the multinational contractor, after entering a host market, develops familiarity 
in that market and might well develop beyond its initial entry mode and/or shed some 
of its initial internalised activities, as it begins to fashion and shape the local market. 
The fully established MNC’s presence, and its degree of internalization and FDI, 
now become fully observable and measurable. Conventional theories concerning 
transaction costs could now be effectively deployed to explain the degree of 
internalization or vertical integration. In other words, “the internalization (I) factor of 
the OLI paradigm explains the firm’s propensity to internalize market failure” 
(Dunning & Lundan, 2008, p. 140). In brief, and ex post, the question is now one of 
vertical integration and, in contrast to the question of horizontal integration above, 
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these external transactions costs act to encourage internalisation and FDI (and not 
discourage internalisation and FDI, as in the case of horizontal integration). 
Based on this situation, the I advantages possessed by the MNC can be linked 
to the DV to develop Dunning and Lundan’s (2008b) proposition in the context of 
MNC in the following way: 
Hypothesis 3: The more the home MNC perceives the host market’s supply 
chain to be a positive resource, the more likely that the home MNC will be 
attracted to the Australian (host) market, and the more likely actual FDI by 
the MNC into this market will be observed. 
More fundamentally, however, to the extent that the question of selecting new 
locations to bid in the context of multinational contracting depends on the upstream 
operation of O and L factors, then this I factor hypothesis may yield an unreliable 
prediction. Where O and L advantages are sufficiently favourable, they might 
outweigh MNC perceptions of an undesirable local supply chain, and the MNC’s I 
disadvantages arising from the local supply chain. 
3.3.5 Summary 
This chapter has developed a new approach to conceptualising FDI as the sole DV in 
this research and, therefore, fully accounting for the unique characteristics of 
construction activity. This essential development is a stepping-stone to the new 
theoretical framework and set of hypotheses also developed in this chapter. Beyond 
reflecting the unique characteristics of construction activity, the new theoretical 
framework offers the potential to explore the relative importance of the OLI factors 
to the question of selection of overseas locations in which to bid for new projects and 
to commit FDI. 
The new theoretical framework delineates three key moves. The second key 
move is designed to accommodate the critical effects of differential cultural, 
administrative, geographic and economic distances between MNCs from different 
home countries vis-à-vis the host market by reconciling Oi advantages and L 
advantages. The next chapter now focuses on the research design and approach to 
operationalising or measuring the various economic theories identified in Chapter 2 
as best suited to the multinational context, in pursuance of testing the new theoretical 
framework and hypotheses in this chapter. 
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Chapter 4: Research Design and Methods 
4.1 INTRODUCTION 
Research design represents a structured approach to research inquiry, and comprises 
a logical and systematic plan to connect empirical data and the hypothesis. Research 
methods, on the other hand, refer to the actual procedures and techniques used to 
obtain and analyse data. These are determined by the nature of the hypothesis, which 
indicates the type of data to be collected, and the strategies for data analysis that will 
link the data to the proposition (Yin, 2009, p. 35). That is, the research methods, 
including the data collection instruments, need to address the components of the 
hypothesis.   
This chapter justifies the research method to test the new theoretical framework 
and hypotheses developed in the previous chapter. In so doing, this chapter justifies 
the approaches to measuring and analysing the various economic theories identified 
in Chapter 2 as best representing each of the OLI factors in the context of 
multinational contracting. First, this chapter begins with explaining the rationale for 
the use of a case study research method as the means to collect multiple sources of 
data. Then, this chapter deals with the case study design, and development and 
administration of the structured questionnaire. Finally, this chapter develops 
guidelines and strategies to analyse the data in the next chapter. 
4.2 RESEARCH METHOD 
4.2.1 Multiple Case Study Methods  
In order to test the research hypotheses that emerged from the development of the 
theoretical framework in the previous chapter, a multiple case study method and 
multiple sources of data collection were deployed.  
Case study method deploys its principal strength in revealing contemporary 
phenomena in a real life context (Yin, 1994). Moreover, in case study method, face- 
to-face interviews engender more trust in the relationship between the researcher and 
the respondent, and more readily facilitate the generation of sensitive information. In 
fact, case studies are fundamental to the understanding of the dynamics of 
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organizational life, and to the development and testing of theories of organizational 
adoption, change, innovation and redesign (Huber & van de Van, 1995). 
Furthermore, in responding to complex research problems concerning why and how 
questions, multiple case study methods and face-to-face interviews generate more 
satisfactory results than a survey strategy (Yin, 2002).  
A survey generates a larger number of data points across a wide geographical 
area and, consequently, affords statistical generalizability (Rowley, 2002). Although 
a survey strategy is strong enough in terms of describing the incidence of the 
phenomena with random sampling, it is not appropriate for complex research 
problems with a small population sample. In the context of this study, only sixteen 
countries with a turnover above USD one billion in the transport industry – including 
road, bridge and tunnel projects (as shown in Table 1.2) – are listed in Engineering 
News Record (ENR) (Reina & Tulacz, 2010). Moreover, ENR shows that most of 
these countries are contributing only one or two top tier contractors in the focal 
sector. If used with this very small number of top tier MNCs, survey method would 
not provide satisfactory results. Moreover, the random survey would not generate 
sufficient findings to test the research propositions or the theory. For the same 
reasons, multiple research method, comprising multiple case studies and a postal 
survey, is not appropriate for this study context: the findings from case study method 
and survey method could be contradictory. 
Within the context of this research, multiple case study method was used to 
observe the pattern of influence that OLI factors have on MNCs’ decisions during the 
process of choosing overseas locations (outside of their home market). Complex 
research queries – comprising how and why question that are more explanatory in 
nature – indicate the need to use case studies, histories and experiments as the 
preferred research strategies (Yin, 2002). Moreover, the choice of a wider range of 
cases, which are expected to differ on theoretical grounds, generates a full range of 
outcomes on the variables, and facilitates analytical generalization (Yin, 2002). Thus, 
in this study, in response to the research question that asks why only particular 
MNCs from particular locations show their attraction in the Australian (host) market, 
the use of multiple case study method seems more advantageous than survey method. 
Therefore, multiple case study method is selected to test both the research hypotheses 
and the theoretical framework (developed in Chapter 3). 
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4.2.2 Multiple Sources of Evidence 
This research used multiple sources of evidence, comprising primary data and 
secondary data, to conduct case studies. Primary data were generated from a 
structured questionnaire that was administered in face-to-face interviews with the 
participants (The latter were persons who are experienced in the area of study). 
Moreover, some private secondary data related to company information were 
collected from the participants during the case study interviews.  
At the same time, secondary data were collected from documentation and 
archival records in the public domain, including websites and databases containing 
company and market research information. In most cases, internal data archives are 
rarely well organised and, for this reason, secondary sources (even when known) are 
difficult to locate (Cooper & Schindler, 2003); however, secondary data were a rich 
source of hypothesis development in the study. As it helped to reveal an extensive 
amount of historical data on decision-making patterns, the data offered an important 
service in strengthening the research findings by either supporting or negating the 
primary data obtained from the case study interviews. In other words, secondary data 
were used to corroborate the primary findings of this research. The overall research 
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4.3 CASE STUDY DESIGN 
4.3.1 Objective 
According to Yin (2002, p. 20), “case study is a separate research method that has its 
own research designs.” A research design is a logical model that allows an 
investigator to collect, analyse and interpret observations in order to draw concrete 
inferences concerning casual relations among the variables under investigation 
(Frankfort-Nachmias & Nachmias, 1992). This research chose a multiple case design 
that has distinct advantages over single-case design. The outcome of a multiple-case 
study is more robust in comparison to a single-case study, as the replication logic is 
analogous to a multiple-case study (Hersen & Barlow, 1976; Herriott & Firestone, 
1983). Moreover, Yin (2002) states that the ability to conduct a multiple case study is 
equivalent to conducting a multiple experiment, and the cross-case synthesis leads to 
analytical generalization to support an initial set of hypotheses. The most important 
part of conducting a multiple-case study is the development of a rich theoretical 
framework that becomes the vehicle for generalising new cases. In this case, the 
theoretical framework (Figure 3.1) developed in Chapter 3 was the main vehicle 
through which to conduct the multiple case study.  
4.3.2 Nature and Purpose of Case Study Data 
As stated in Section 1.6.2, the ontological realism perspective is reflected in this 
research. Cases in this study generated both quantitative and qualitative types of raw 
data. In order to analyse these data, both quantitative and quasi-quantitative 
approaches were chosen. In terms of analysing via the quasi-quantitative approach, 
the qualitative data was coded. That is, any participants’ comments during interviews 
were quoted, with minimal clarification of the text.  
4.3.3 Case Study Components 
4.3.3.1 General 
According to Yin (1994), there are five components of case study design, namely: 
question(s); proposition(s); unit(s) of analysis; logic for proposition development; 
and criteria for judging the findings. This section details each of these components in 
this research context. 
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4.3.3.2 Questions 
The research study’s question replicates the research aim of the study, as mentioned 
in Section 1.3. In order to address the research aim, research objectives are 
developed in Section 1.4. 
4.3.3.3 Propositions 
A proposition advocates a link between two concepts in a specific circumstance; 
however, it cannot be verified by experiment. In other words, a proposition depends 
on prior research, reasonable assumptions, and existing correlative evidence. 
Propositions are preferable in a research study where an experimental test would be 
more expensive or difficult. Moreover, for a research study that requires dealing with 
more complex systems – for example, in sociology, economics and archaeology –
propositions are a convenient means of addressing research questions. In explanatory 
studies, based on theory, the proposition should construct and direct what it is that 
should be studied (Yin, 1994, p. 21). A hypothesis is a proposition that is empirically 
testable (Adams, Khan, Raeside & White, 2007). Both propositions and hypotheses 
provide an important bridge between the research question and the research method 
(Robson, 1993, p. 28). 
For the purpose of this study, the term ‘hypothesis’ is used to represent a 
position statement that is based on assumptions. The hypotheses developed in this 
thesis are explained in Section 3.3.  
4.3.3.4 Unit of analysis 
The unit of analysis deployed for this case study is country, and involves an analysis 
of both host country (Australia) and four home countries (refer to Section 4.3.3.6.1 
for the selection of these countries). More specifically, the unit of analysis – country 
– represents a particular sector of the construction industry in both Australia and the 
selected four home countries. That is, the analysis result for the O factor (using RBT) 
represents the O advantages (capabilities) of the contractors in Australia and the Tier 
1 MNCs of the four home countries in the road, bridge and tunnel sector. Similarly, 
the analysis result of the L factor comprising the risk and return dimension represents 
the available risk and return profiles in the road, bridge and tunnel sector in 
Australia relative to the similar sector in each of the four home countries. Lastly, the 
analysis result for the I factor using MNCs’ perceptions of the supply chain again 
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represents the favourability of the host market’s supply chain in the selected sector. 
The two Tier 1 (in one case, three Tier 1) contractors’ data collected in each of the 
four home locations is treated as a whole story from that home country's perspective. 
The analytical process and the presentation of each country level case study embrace 
the same format. 
4.3.3.5 Logic in linking data to the propositions 
Pattern matching technique was used to link the case study data to the hypotheses 
developed in Section 3.3. First, based on theory and theoretical propositions, 
expected patterns are established and then compared with observed patterns in order 
to measure the match between the two (Yin, 2002). If observed patterns match with 
expected patterns, then the outcome of the study provides the empirical support for 
the theory (Yin, 2002). This research considers a number of case studies to observe 
different patterns on theoretical grounds, operationalises the unit of analysis, and 
establishes rival expected pattern of variables; therefore, it satisfies the analytic 
generalization of the findings, as suggested by Yin (2002).  
4.3.3.6 Criteria for judging the findings (generalisation, validity and reliability) 
As for other research design, in case study design, generalisation is very important. 
This generalisation can only be performed if the case study design has been 
appropriately informed by theory and can be seen, therefore, to add to the established 
theory (Rowley, 2002). Based on a previously developed theory (as a template), this 
analytical generalisation compares the empirical results of each of the case studies 
within it (Yin, 1994). The main idea in analytical generalisation is grounded in 
replication logic, comprising theoretical replication and literal replication. In analytic 
generalisation, each case is viewed as an experiment, not as a case within an 
experiment; the greater the number of case studies that display replication, the 
greater the firmness with which a theory has been established (Rowley, 2002). Yin 
(1994) proposes four tests – comprising external validity, construct validity, internal 
validity and reliability – and these are applied in this thesis to judge or validate the 
research findings. The tests begin with external validity, which includes the matter of 
case study selection. 
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4.3.3.6.1 External validity (including case study study selection) 
The external validity test concerns the extent to which a study’s findings can be 
generalised based on conducted case studies. By choosing a multiple case study 
method that represents strong analytical generalisation, this study confirms its 
external validity. Due to replication logic, multiple cases can be regarded as 
equivalent to multiple experiments. For the number of theoretical replications, the 
important consideration is related to the sense of the complexity of the realm of 
external validity (Yin, 2002, p. 54). The more cases that can be rationalized to 
inaugurate or refute a theory, the more convincing are the research outcomes 
(Rowley, 2002).  
As mentioned previously, literal replication and theoretical replication are the 
two main foundations of a multiple-case study design. Yin (2002, p. 47) states: “A 
multiple case study design should be done carefully in order to replicate similar 
results (a literal replication) and predict contrasting results but for predictable reasons 
(a theoretical replication) in pursuance of analytical generalisation”. For the simplest 
multiple case study design, the selection of two or more cases would show literal 
replications, and “more complicated multiple case rationales also can derive from the 
prior hypothesizing of different type of conditions and the desire to have subgroups 
of cases covering each type” (Yin, 2002, p. 52). 
In the context of this study, and in terms of the replication logic, the developed 
theoretical framework (as shown in Figure 3.1) states some conditions under which a 
particular phenomenon is likely to be found (a literal replication), as well as the 
conditions when it is not likely to be found (a theoretical replication). By fixing the 
host and home country and a particular sector of the construction industry, the 
framework illustrated in Figure 3.1 categorizes conditions for the O variable in which 
the host market’s attractiveness, in terms of ‘high’ and ‘low’, can be predicted. 
Moreover, by fixing the host and home country, as well as selecting the sector, this 
framework classifies conditions for the L variable, comprising return and risk 
dimensions in which the host market’s attractiveness, in terms of ‘high’ and ‘low’, 
can be observed. Furthermore, this framework classifies conditions for the I variable 
in which the modes of FDI can be determined. Based on these conditions, in order to 
observe both theoretical and literal replication, this study considers Australia as the 
host country; Spain, the US, Japan and China as the home countries; and Tier 1 
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contractor firms (operating in the road, bridge and tunnel sector of these selected 
home countries) as the main respondents representing the source of firm-specific data 
in each of the home countries.  
By considering both literal and theoretical replication logic, the selection of the 
cases first focused on the DV concerning FDI, and identified two pairs of contrasting 
countries from the four countries representing the greatest proportion of 
multinational contractors across the globe. Spain and the US was selected as one 
pair, with a known relatively high level of FDI into the Australian road, bridge and 
tunnel sector (across both public and private sectors, including mining); in contrast, 
Japan and China was selected as an opposing pair, with little or no FDI in road, 
bridge and tunnels (in terms of bidding entities). A further dimension of contrast in 
these pairs is their geographical contrast: Spain and the US are outside of Australia’s 
region, while Japan and China are in Australia’s region.  
In selecting these four countries, analytical generalisation is promoted and 
strengthened, given that around 60% of the world’s top multinational contractors are 
headquartered   across these four countries (as mentioned in Table 1.2). Beyond this, 
the actual multinational contractors studied to represent each home country, as well 
as host country contractors studied, were all selected at random from Tier 1 
contractors in the country concerned. In summary, the four home countries (Spain, 
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More specifically, this research used the ENR-listed top 225 contractors as the 
basis for creating the sampling frame. Beyond the practical benefits of using a 
readily available and detailed source of data concerning MNCs, the contractors in 
this list have a significant proportion of overseas revenue and, therefore, a strong 
propensity to bid for Australian infrastructure – all else being equal. ENR (2010) 
shows that China, Spain, Japan and the US are the four top tier countries, 
contributing more than a few MNCs with a turnover in transport – including road, 
bridge and tunnel projects over USD one billion – among the sixteen countries listed 
in Table 1.2.  
Moreover, observation of the effects of variations in location advantages on the 
overall attractiveness of the Australian market, is assisted by the choice of a pair of 
home countries from Australia’s region (China and Japan), and a pair of home 
countries from outside Australia’s region (Spain and US). This contrast is likely to 
create greater home/host-induced differences arising from cultural, administrative, 
geographic, and economic distances/differences. Furthermore, the pair of countries 
within Australia’s region, and the pair of countries outside of Australia’s region were 
selected as having contrasting construction industries in terms of size in their home 
market. In total, these differences (in terms of region and size) might generate 
differential investment and set-up costs/risks, which is one of the two dimensions in 
the L factor. The other L factor concerns perceptions of return (once the 
multinational contractor is at full operating effectiveness/efficiency, and beyond the 
set-up costs) available in the Australian sector, and which all contractors face, in 
terms of pipeline and the extant market structure/level of competiveness in the sector. 
These factors can be perceived differently by contractors from various home 
locations, relative to the returns/size in their home market. 
From each of the four home countries, two Tier 1 MNCs (2010) were selected 
at random to represent their country [from the listing in ENR (2010)]. Table 4.1 
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Table 4.1. Summary of case studies outside the Australian region (OR1: Spain, and 
OR2: US) 
Case Study: Outside Region 
(OR) 
Case Study: OR1 (Spain) Case Study: OR2 (US) 
Company information OR1A OR1B OR2A OR2B 
Employee > 20,000 > 20,000 > 20,000 > 20,000 
Transport revenue  (AUD, 
billion) (ENR, 2010) 
>1B  >1B  NA >10B  
Years in Business >20 >20 >20 >20 
Years in international business >20 >20 >20 >20 
Intl business volume, % of total 
business 
NA 79% NA  NA 
No. of  countries doing business >20 >10 >10 >1 
NPS listed Yes yes No (but exists in 
Australia) 
No (but exists in 
Australia) 
Source: Websites of each of selected firms 
The pair of countries outside of Australia’s region (as shown in Table 4.1), was 
selected based on the logic of literal replication; that is, Spanish MNCs (OR1A & 
OR1B), and US MNCs (OR2A & OR2B). Similarly, the pair of countries within 
Australia’s region was also selected based on the logic of literal replication (as 
shown in Table 4.2); that is, Japanese MNCs (IR3A, IR3B & IR3C), and Chinese 
MNCs (IR4A & IR4B). The contrast in these two pairs of countries, in terms of the 
DV and location, was stark and deliberate, to achieve theoretical replication in 
conjunction with literal replication, in pursuance of analytical generalisation. 
Table 4.2. Summary of Case Studies inside of Australian regions (IR3: Japan and IR4: 
China)  
Case Study: Inside Region (IR) Case Study: IR3 (Japan) Case Study: IR4 
(China) 
Company information IR3A IR3B IR3C IR4A IR4B 
Employees <10000 <10000 >10000  >20000 NA 
Transport revenue (AUD, billion) 
(ENR, 2010) 
>1B  >1B <1B >10B >1B 
Years in business >20 >20 >20 >20 >20 
Years in international business >20 >20 >20 >20 >20 
Intl business volume; % of total 
business 
34% (% of total 
business) 
15.5% NA NA NA 
No. of  countries doing business > 10 > 10 >15 >20 >20 
NPS listed No ( but exists 
in Australia) 
No No No No 
Source: Websites of each of selected firms 
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In order to create the greatest opportunity to observe competitive O advantages 
of home MNCs, in terms of resources that can be brought to the host market and 
resources that exist in the host market when compared to the host market’s 
contractors, three tiers of local contractors (head-quartered inside Australia) were 
selected. These three tiers of local contractors were identified from the list of the 
prequalified civil road and bridge contractors provided by Australia’s NPS (NPS, 
2010). Tier 1 contractors were selected from the upper NPS (2010) listing, and 
deliver projects of AUD 150 million plus. Tier 2 contractors, on the other hand, were 
selected from the lower NPS listings, and deliver projects of AUD 150 million plus. 
Tier 3 contractors were the lowest NPS listings, delivering projects of AUD 50 
million plus. All host contractors were selected randomly. In total, seven contractors 
were selected: three from the Tier 1 group, and two each from Tiers 2 and 3. Outline 
details of these contractors are given in Table 4.3, and Tables 4.4 and 4.5. 
Table 4.3. Summary of Tier 1 host contractors*  
Host market’s 
contractors 
Tier 1: 1A Tier 1: 1B Tier 1: 1C 
Employee (nos) >10,000 >2000 >1000 
Years in business >20 >20 >20 
Annual turnover (AUD, 
billion) 
>10 >1 >1 
Types of work R5 B4* R5 B4* R5 B4* 
Financial level ( AUD, 
million) 
150 plus 150 plus 150 plus 
*Note:  Refer to Appendix 9 (Table 1 & 2) for types of road and bridge work as stated in NPS 
Source: NPS 2010; refer to Appendix 5 and 6 
Table 4.4. Summary of Tier 2 host contractors*  
Host market’s contractors Tier 2: 2A Tier 2: 2B 
Employee (nos) > 1000 > 1000 
Years in business > 10 > 10 
Annual turnover (AUD, billion) > 0.5 > 0.5 
Types of work R5 B4* R5 B4* 
Financial level ( AUD, million) 150 plus 150 plus 
*Note: Refer to Appendix 9 (Table 1 & 2) for types of road and bridge work as stated in NPS 
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Table 4.5. Summary of Tier 3 host contractors*  
Host market’s contractors Tier 3: 3A Tier 3: 3B 
Employee (nos) > 100 > 100 
Years in business > 20 > 20 
Annual turnover (AUD, billion) > 0.1 > 0.15 
Types of work R3B3 R5 B4* 
Financial level (AUD, million) 50 plus 50 plus  
*Note: Refer to Appendix 9 (Table 1 & 2) for types of road and bridge work as stated in NPS 
Source: NPS 2010; Refer to Appendix 5 and 6 
By conducting interviews with participants from these three groups of 
contractors, three reference points were obtained for each of the items pertaining to 
the O variable. Based on these reference points, a radar map of O advantages was 
developed across all three tiers of local contractors. These three reference lines were 
then used to compare home MNCs’ valuable resources with host contractors’ 
resources in terms of ability to win a bid in the host market. The details of this 
analysis technique are provided in Sections 4.5.2.2 and 4.5.3.1. 
4.3.3.6.2 Construct validity 
Construct validity testing determines the extent to which the established operational 
measures support the concepts being studied. This testing is concerned with exposing 
and reducing subjectivity, by linking data collection questions and measures to 
research questions and propositions (Rowley, 2002). Yin (1994) suggests two tactics 
to increase this validity: the use of multiple sources of evidence (primary and 
secondary data), and the provision of the opportunity for respondents to review and 
comment on the interpretation of the data collected. This research has embraced both 
of these approaches: based on case study interviews, primary data were collected, 
while secondary data were collected from several secondary public and private 
documents.  By considering this validation, Section 4.3.4, Section 4.3.4 and Section 
4.4 describe the detailed design of the case study questionnaire for primary data 
collection, secondary data collection, and administration of the case study 
questionnaire, respectively.   
4.3.3.6.3 Internal validity 
Internal validity testing relates to explanatory or causal studies only (Rowley, 2002; 
Yin, 1994). This testing is similar to the more conventional notation of criterion 
validity. In case study analysis, the preferred approach is to follow the theoretical 
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propositions that led to the case study (Yin, 1994, p. 36). Pattern matching is one of 
the most desirable techniques (Yin 2002, p. 116), and compares one or more 
empirically based patterns with rival theoretically predicted patterns. The rival 
patterns concern the IVs (OLI) in this case study. Hence, if the empirical pattern/s 
match one of the rival theoretical patterns, then it strengthen/s the internal validity of 
the case study (Yin, 2002, p. 116). Furthermore, Yin states that the simpler the 
pattern is, the more dramatic the different patterns will have to be to facilitate 
comparisons of their differences. 
In this study of inbound FDI to Australia, empirical patterns (DV) are 
compared with the predicted rival pattern pertaining to OLI variables by using 
pattern matching technique. In terms of the complexity of the patterns, this technique 
is very straightforward. By matching the observed pattern of attractiveness of the 
host market with the predicted theoretical (expected) patterns, in terms of both the 
planned and actual FDI, the relative importance of the OLI variable, in terms of the 
host market attractiveness, can be easily identified. Yin (1994) suggests that in the 
absence of quantitative and statistical corollary, a simple eyeballing of the data is 
sufficient in order to draw conclusions in terms of gross matches and mismatches. 
Section 4.5 describes the analysis technique of case study data in pursuance of 
establishing summary patterns of the IVs pertaining to the rival theories that can be 
compared with the observed patterns.  
4.3.3.6.4 Reliability 
Reliability testing demonstrates the operation of a study, and is mainly concerned 
with issues associated with inconsistency arising from the data collected by multiple 
researchers. The aim of reliability testing is to minimize the errors and biases in a 
study. Detailed documentation of procedures and appropriate record keeping are the 
two techniques used in this study to overcome the reliability issues with data 
collection (Rowley, 2002). Besides documentation and keeping records, similar 
approaches to administering and conducting the study (for example, a similarly 
structured questionnaire), and similar approaches to its data analysis, were used for 
all case studies.  Furthermore, the reliability of the findings was promoted by inviting 
participants to review and reconfirm their final responses. The detailed process is 
provided (later) in Section 4.4. 
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4.3.4 Primary Data: Design of Structured Questionnaire 
4.3.4.1 Reliability and validity  
This research considered the structured questionnaire as the main instrument for 
conducting case study interviews. The structured interview is a qualitative research 
methodology that uses structured questionnaire to facilitate the case study method 
(Kvale & Brinkman, 2008). Moreover, a structured questionnaire (which asks exactly 
the same questions in the same order) was developed for conducting multiple case 
study interviews, and its use increases the reliability and credibility of the research 
data (Patton, 1991). The structured questionnaire is appropriate for comparing or 
contrasting participants’ responses in order to identify a research question (Lindlof & 
Taylor, 2002).  
Reliability and validity are the two prime concerns when developing and 
designing a case study instrument. Reliability is promoted by using two or more 
items (question and response format) to explain the same phenomenon and on basis 
of similar scores across the items. However, there might be no link between the item 
and the phenomenon. In reverse, validity exhibits a direct relationship between the 
item and the phenomenon. Therefore, without being reliable, an item cannot be 
validated. As stated in SPSS (1998), there are four types of validity measures, 
comprising: 
• Construct validity: Construct validity refers to the extent to which the set of 
theoretical hypotheses relate to the actual phenomenon being measured. 
• Face validity: Face validity refers to the extent to which an item measures what it 
claims to measure based on respondent perspectives. In other words, it focuses on 
whether the operalisation is a valid reflection of the construct or not. 
• Criterion validity: Criterion validity refers to the extent to which an item 
measures or predicts the outcome or value of another item.  
• Content validity: Content validity refers to the extent to which an item reflects a 
specific content domain. 
All of these validation tests were taken into account during development of the 
case study instrument in this study. Construct validity was incorporated by virtue of 
hypothesised patterns of OLI variables with regard to the issue of attractiveness of 
the host market as an upstream proxy of FDI, and in terms of rival hypotheses (under 
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a given set of conditions; refer to Section 3.3). To address face validity, well 
established empirical work (published doctoral equivalent) was identified as the 
principal basis for each item pertaining to each dimension, in each theory (refer to 
Section 4.3.6.2). Moreover, face validity was assured by conducting pilot interviews 
with the developed questionnaire (refer to Table 4.14). Criterion validity was 
acknowledged by the inclusion of DV concerning attractiveness of the host market in 
terms of actual FDI and planned FDI as an outcome of any of the IVs, such as OLI 
variables. Finally, content validity is the extent to which an indicator or range of 
indicators reflects a specific domain of content (SPSS, 1998). It was confirmed by 
operationalising the dominant OLI paradigm in the study. 
For several decades, the OLI paradigm has been a dominant framework in the 
IB literature for explaining MNE’s growth, expansion and location choices. As a 
consequence, the paradigm has already undergone appreciable empirical testing to 
test its validity in the manufacturing industry and in the service sectors, including 
construction (as explained in Section 2.4). By considering some unique features of 
the international construction industry, this research developed a theoretical 
framework for operationalising OLI factors in the context of multinational 
contracting (see Figure 3.1). Based on this updated framework, Section 4.3.4.2 
summarises the OLI factors in terms of their operationalisation or measurement 
(dimension, element/item) that needs to be considered when determining the content 
domain of this theory.  
After establishing the content validity of the developed OLI framework (Figure 
3.1), the next concern was to address its face validity. With regard to DV concerning 
the attractiveness of the Australian market as an upstream proxy of FDI and IVs 
pertaining to O, L and I advantages, it is possible to proceed directly to issues 
concerning face validity. For example, RBT was deployed to identify firm-specific O 
advantages, and Porter’s diamond model was used to identify the country-specific O 
advantages. With regard to the location bound (Oi & L) factor, Coase’s internal 
transaction costs theory was applied. Moreover, Porter’s five forces model was 
deployed to identify return dimension of the location bound (Oi & L) factor. In 
contrast, TCE theory was used to analyse risk dimension of the Oi and L factor. 
Williamson’s (1985) TCE is a well-known theory in IB literature and has already 
experienced a lot of testing and development. Porter’s diamond model and five 
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forces model have also undergone several empirical tests, and are renowned for their 
analysis of country-specific and industry-specific advantages, respectively. In 
contrast, RBT has only recently been developed and, therefore, has undergone much 
less testing and development. Similar to RBT, Coase’s (1937) theory has undergone 
much less testing, as the connotations of his theory have only been very recently 
recognised. Together, however, content validity and face validity relate to 
operationalising factors that can be observed and measured (Runeson & Skitmore, 
1999). 
4.3.4.2 Determining OLI’s domain of content 
4.3.4.2.1 O factor 
As stated in Section 3.3.2, possessing O advantages is the first key move in engaging 
foreign value-adding activities by MNCs. In the context of this research, an O 
advantage can be defined as the combination of a firm’s asset-specific ownership 
advantages (Oa) and transactional ownership advantages (Ot) that provide superior 
firm-specific competitive advantages over its rivals in the domestic and overseas 
markets. Table 4.6 illustrates the domain of O factor and its measurement in the 
context of multinational contracting.  
By operationalising RBT, this research assumes that any MNC contemplating 
bidding in the road, bridge and tunnel sector in Australia can expect to survive in this 
market if that MNC possesses at least the common/valuable resources and the 
lowest-ranked rare resources (as detailed in Section 3.3.2). The MNC contemplating 
bidding in this sector can then expect greater success beyond survival or 
normal/industry profits, to the extent that it possesses higher competitive advantages 
across all or some of the attributes pertaining to the O (Oa and Ot) factor. Thus, a set 
of objective measures were used to assess local contractors' O (Oa and Ot) advantages 
corresponding to the criteria of NPS, along with other attributes deemed important by 
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Table 4.6. Determining content domain of the O factor 





Source of principal items 








as the object of 
inbound FDI to 
Australia) 
Firm-specific O advantages  Barney’s (2002) RBT was 
deployed; Section 4.5.2 
• Access to key resources in host market 
 Subcontractors 
 Suppliers 
 Skilled labour 
 Unskilled labour 
 Plant & equipment 
 Materials  
A.3.1.Q.3 (a to g); 
A.3.1.Q.4 (a to g) 
Cuervo & Low 
(2003b);NPS (2010);  
7 point semantic 
differential scale 
• R&D investment A.3.1.Q.5 Cuervo & Low (2003b); 
Dunning (2008b); NPS 
(2010) 
(yes/no) categorical 
• Financial ability 
 Raising finance  
 Financial loss tolerance 
 Access to parent company financial 
guarantees 




Mansfield, 1988; Cuervo & 
Low (2003b); Dunning 
(2008b); NPS (2010) 
7 point semantic 
differential scale 
• System management attributes in 
terms of quality management 
system, environmental management 
system, & occupational health & 
safety management system 
A.3.1.Q.8 (a to b) NPS (2010) 
Descriptive 
• Project range  
• Approach to procurement 
• Main rivals 




• Procurement types involved in, and 
range of contract values (AUD) 
 Construct Only: CO 
 Design & Construct: D&C 
 Design, construct, operate & 
maintenance: DCO &M 





• Tunnel work involved in, based on type 













A.3.2.Q.6 Cuervo & Low (2003b); 
Dunning (2008b); NPS 
(2010) 
Numerical 
• Managerial & Professional Staff (nos.) 
 Nationwide  
 Worldwide 
A.3.2.Q.7 (a to b) Cuervo & Low (2003b); 
Dunning (2008b); NPS 
(2010) 
Numerical 
• Turnover (AUD) 
 Nationwide (all sectors) 
 Worldwide (all sectors) 
A.3.2.Q.8 (a to c) NPS (2010) 
Numerical 
• Nature of potential competitive 
advantages relative to main rivals 
• In the home country 
• In Australia 
A.3.1.Q.9 (a to j); 
A.3.1.Q.10 (a to 
e); 
Dunning (2008b);  
7 point semantic 
differential scale 
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Dunning (1977, 1981) stated the necessity of both firm-specific and country-
specific O advantages of a firm to be competitive in the overseas market. These 
CSAs are features of the home nation and can be exploited by the firm to 
differentiate itself from competitors’ of other nationalities (Abdul-Aziz, 1995, p. 
108). This research considered CSAs as a background explanation of possessing 
FSAs by home MNCs. Secondary data was used to analyse CSAs by deploying 
Porter’s diamond model and the detailed content of this dimension are described later 
in Section 4.3.5.  
4.3.4.2.2 L (Oi and L) factor  
Risk and return are the two dimensions of the L advantages, which is the second key 
move to engage in foreign value adding activities by multinational firms as 
mentioned in Section 3.3.3.  
4.3.4.2.2.1 Risk dimension 
As illustrated in Section 3.3.3, the host/home-induced distances in terms of CAGE 
may affect the level of investment/set-up costs in melding the prospective 
multinational firm’s O advantages and particularly its institutional O advantage (Oi) 
with the host location. By deploying Coase’s internal transaction cost theory, firm’s 
management or adaption costs in setting up business in host market can be explained. 
As such, the greater the host/home-induced distances in terms of CAGE, the more 
likely that home MNC needs to adapt the host market’s institutional environment and 
subsequently this distance increases the internal management costs of MNC. Rugman 
and Verbeke’s (2005) approach that integrates Coase’s internal management cost 
with Williamson’s TCE as described in Section 3.3.3 was used in this study to 
determine the domain of content of the risk dimension of the L factor. The main 
element of TCE logic is asset specificity that contains the distance of various kinds 
arises due to CAGE difference between the home and host location. The other two 
elements are uncertainty and frequency.  
Culture is one of the main items of the host/home-induced CAGE distances. 
The impact of cultural difference on FDI depends on the level of acculturative stress 
involved when two different cultures interact (Tang, 2012). The national culture 
differs in terms of values, while the organisational culture (Oi) differs in terms of 
organisational practices (Hofstede, 1983 & 2001). However, at the core of 
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organizational culture are national values; therefore, it is common to measure 
organizational practices based on national cultural characteristics (Tsui, Nifadkar, & 
Ou, 2007). Moreover, it is obvious that people living in a similar social environment 
have common norms and values (Hofstede, 1983). Therefore, cultural distance 
increases the uncertainty and costs of FDI, as suggested by Davidson (1980), 
Gomez-Mejia and Palich (1997), Li and Guisinger (1991), Loree and Guisinger 
(1995), and Sethi, Guisinger, Phelan, and Berg, (2003).  
With regard to administrative distance between host and home countries, 
differences in legal/regulatory environments, political hostility, and corruption or 
social conflicts are considered. Complex administrative laws and regulations greatly 
deter MNC investment in the host market, as these involve more setup costs and 
time. The administrative burdens in the host market affect the trade and investment 
decisions of foreign companies (Ghemawat, 2001). Moreover, high system 
management requirements, in terms of environmental, quality, and health and safety 
management standards in the host market, incur costs to MNCs – costs that are 
difficult for some home MNCs to meet.  
Geographic distance is also important for overseas business. Some researchers 
suggest that MNCs tend to home-region orientation in expanding their overseas 
business (Wolf, Dunemann & Egelhoff, 2012). However, relative communication 
technology between host and home countries in mitigating issues and costs 
associated with physical distance can reduce the geographic distance (Rogmans & 
Ebbers, 2013). Therefore, information networks and transportation infrastructure 
have an influence on the measurement of geographic distances on cross-border 
economic activity (Ghemawat, 2001).  
The last items of CAGE concerning economic disparities – the cost and quality 
of financial, human and other resources – are very important. As stated by Ghemawat 
(2001), competitive advantages come from economic arbitrage – the exploitation of 
cost and price differentials between the markets. Therefore, economic distance 
between the host and home countries is also essential to consider. By considering all 
of these measures in term of CAGE, the investment risks in the host market can be 
perceived by the home MNC. This level of risk is endogenous to the firm.  
The frequency element mainly concerns the availability of winning 
construction projects related to road, bridge, and tunnel in the host market. The level 
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of risk involved here is exogenous and at a macroeconomic level; therefore, it 
presents a comparatively low level of risk to the home MNC. However, after winning 
the contract in the host market, this level of risk becomes endogenous to the firm. In 
contrast, the uncertainty element is completely exogenous to firm, and this level of 
risk is comparatively low. This type of risk is mainly associated with any natural 
catastrophe and other unpredictable incidents, such as exchange rating risks or 
political risks, which may have an effect on the host country’s business environment.  
In this study, primary data is not sufficient to analyse the risk dimension of the 
Oi and L factors. More specifically, secondary data plays a key role in this study in 
measuring the effect of cultural, geographic and economic distances on the asset 
specificity element and the uncertainty element. The details of this secondary 
analysis are given in Section 4.3.5. Thus, Table 4.7 summarises the domain of 
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Table 4.7. Determining content domain of the L (Oi and L) factor: Risk dimension 
Oi & L factor Dimension (elements and items) Primary data 
using 
questionnaire 
(refer to Appendix 
3.1) 
Source of principal 

















Risk dimension (Country-specific 
investment Risk)  
Q.23.a Coase’s (1937) 
internal transaction 
cost theory 
7 point semantic 
differential scale 
• Asset specificity (CAGE); 
 
 Administrative difference 
• Australia’s National 
Prequalification System 
• Level of complexity in 
administration of projects 
• Level of legislation 
• Differences across different 
state jurisdictions in Australia 
• Australia’s industrial relations 
• Australia’s taxation system 
• Expectations of Australian 
government sector client 
• Risk allocation in complex 
road and bridge projects 
• Environmental management 
requirements 
• Community management 
requirements 
• Quality management 
requirements 








Cuervo & Low 
(2003a) 
 
7 point semantic 
differential scale 
• Frequency 
 Size/scale and level of 
recurrence 







7 point semantic 
differential scale 
• Attractiveness of the host market Q.23.c 7 point semantic 
differential scale 
 
4.3.4.2.2.2 Return dimension 
As illustrated in Section 3.3.3, by deploying Porter’s five forces model, a desirable 
level of demand and a favourable supply side in the host market, including the level 
of competition/industry profits/returns relative to the prospective MNC’s home 
market, can be perceived. That is, return concerns the assessment of the Tier 1 home 
contractor’s perception of the level of return/profit – over and above set‐up costs 
(and largely affected by competition) available in the Australian public sector 
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complex road and bridge market – relative to their home market. The expected return 
envisaged by the L (Oi and L) factor concerns normal profit/expected industry 
returns, given the level of extant competition, and excluding set-up costs. This 
dimension was surfaced by Porter’s (1985) five forces model analysis of the extant 
industry/sector in Australia, which focuses on internal rivalry, entry, substitutes and 
complements, supplier power, and buyer power to assess the level of competition in 
the sector, as well as its attractiveness in terms of potential profitability (excluding 
country-specific investment set-up costs). Table 4.8 surfaces content domain of the 
return dimension of the L (Oi and L) factor. 
Table 4.8. Determining content domain of the L (Oi and L) factor: Return dimension 
Oi & L 
factor 





Source of principal 


















Return (normal profit/expected industry 
return) 
Q.23.b Porter’s (1985) five 
forces analysis  
7 point semantic 
differential scale 
• Internal rivalry 
 Underutilized capacity, or fully 
stretched 
 Range of procurement approaches 
among rivals 
 Transparency of tender prices 
Q.13 (b to d) Besanko et al. (2007) 
7 point semantic 
differential scale 
• Entry 
 Economies of scale 
 Clients’ views in terms of  reputation 
 Access to key labour, plant and 
equipment and material resources  
 Experience requirements (level of 
experiences & local knowledge 
required) 
 Relationships-specific investments 
 Government protection (polices favour 
local contractors) 
 Predatory behaviour (history of acting 
discourage new entrants) 
Q.13 (e to k) Cuervo & Low 
(2003a, b); Besanko et 
al. (2007) 
7 point semantic 
differential scale 
• Substitutes and complements 
 Demands of new road and bridge 
construction 
Q.13.a Cuervo & Low 
(2003a,b); Besanko et 
al. (2007) 
7 point semantic 
differential scale 
• Buyer power 
 Scope for clients/government to take 
over contractors  
Q.13.l Besanko et al. (2007) 
7 point semantic 
differential scale 
• Supplier power 
 Scope for subcontractors and/or 
suppliers to take over contractors 
Q.13.m Besanko et al. (2007) 
7 point semantic 
differential scale 
• Attractiveness of the host market Q.23.b 7 point semantic 
differential scale 
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4.3.4.2.3 I factor 
The last factor concerning I is necessary in order to perceive how much the MNC 
needs to internalises the host market’s supply chain, and how much it needs to 
externalises the host market’s supply chain, in order to deliver the project efficiently 
in terms of time, cost, and quality, and remain competitive in the host market. Due to 
the uniqueness of the construction industry (that is, with respect to the location 
specificity of construction output, as described in Section 3.2), FDI is the only way to 
win bids and deliver complex construction projects in the road and bridge sector in 
Australia. Therefore, home MNCs’ perceptions of I advantages or disadvantages 
based on the complex supply chain (including subcontractors and suppliers in the 
host market) are crucial to choosing favourable initial entry mode into the host 
market. Moreover, the attractiveness of the host market is also measured by their 
perception of the host market’s supply chain. Table 4.9 shows the domain of content 
of I factor. 
Table 4.9. Determining content domain of the I factor 





Source of principal 
items and other 
comments 
I factor  
(pertaining to I 
advantages as the 
object of inbound 
FDI to Australia) 
• Availability & performance of 
critical subcontractors & suppliers 
Q.19 (a, b); 
 
 
Cuervo & Low 
(2005); Dunning & 
Lundan (2008 a,b) 
7 point semantic 
differential scale 
• Contractual relationship with 
subcontractors & suppliers 
• Availability of partner(s) 
Q.25 (i, j) 
 
7 point semantic 
differential scale 
• Attractiveness of the host market Q.19 (a, b);  
Q.23d 
7 point semantic 
differential scale 
 
4.3.4.2.4 Dependent variable 
The DV of this study is FDI, and this is measured in two ways. The first approach is 
to use primary data on the overall attractiveness of the road, bridge and tunnel sector 
in Australia as an upstream proxy of inbound FDI into Australia, as demonstrated in 
Section 3.2. This approach to measuring the DV was obtained by using primary data 
and a 7-point semantic differential scale on the overall attractiveness of Australia 
relative to other countries (Appendix 3.1; Q.23e). The second approach relied on 
secondary data, and is explained in Section 4.3.5. 
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Table 4.10. Determining content domain of DV and motivation  
Factor • Dimension (elements and 
items) 
Primary data using 
questionnaire 
(Appendix A. 3.1) 
Source of principal 
items and other 
comments 
DV 
(Inbound FDI to 
Australia’s road, bridge 
& tunnel sector)  
• Planned FDI  




7 point semantic 
differential scale 
Motivation • MS & ES (%) 
• SAS & RS (%) 
Q.28 Dunning (2002); 
Numerical 
4.3.4.2.5 Motivation 
As stated in Section 2.2.4, MS and ES motivation are considered in this study 
context. Thus, the case study questionnaire included questions related to motivation 
into two categories: profit seeking (MS and ES) and asset seeking (SAS and RS). 
The responses are organised into a percentage scale in order to justify the 
motivational assumption in the multinational contracting context, as shown in Table 
4.10. 
4.3.4.3 Questionnaire design and development 
Section 4.3.4.2 summarises the principal items and other corroborative items 
concerning the domain of the OLI paradigm. Having determined these items, pilot 
interviews were conducted to contextualise them. Appendix 2 provides an example 
of two initial versions (see Appendix 2.1 and 2.2) of the pilot questionnaire, where a 
number of changes were made to the structure and format. A number of questions 
and sections in these initial drafts were deleted and changed, and then replaced in the 
final version, as shown in Table 4.11. The major changes made in the final version 
(Appendix 3) are summarised below. 
1. The initial versions of the questionnaire included only one section, comprising 
both perceptual and factual data. By considering respondents’ recommendations 
(during pilot interviews) concerning the convenience of providing responses to 
the factual/numerical data, questions related to this data were separated from the 
main section of the questionnaire in the final versions. For example, Q1, Q3, Q5, 
Q6, Q8, Q15, Q23 and Q25 of the initial version were repositioned in Part 2 
(quantitative) of the final version. 
2. Q23 and Q24 of the initial versions (Version 2) were very similar in terms of 
obtained responses and, therefore, Q24 was deleted in the final version. 
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Table 4.11. Changes in questionnaire from pilot to final version 




Changes made in 
final version (Home MNC) 
Local version 
(Host) 
Part 1 (Refer to 
Appendix 3.1) 
Part 2 (Refer to 
Appendix 3.2) 
Final (Refer to 
Appendix 1) 







and deleted to 
final Versions 1 
& 2 
1 (Sec A)  3 5(Sec A) 
2 - 9e (Sec A)  14e - 
3-  4 6- 
4- 9f -  14f - 
5-  5 7- 
6-  6 8- 
7- 9g-  14g- 
8-  7 9- 
9- 9h-  14h- 
10- 3-  3- 
11- 9a-  14a- 
12- 4-  deleted 
13- 5-  4- 
14- 9b-  14b- 
15-  8 12- 
16- 9i-  14i- 
17- 6-  10- 
18- 9c-  14c- 
19- 7-  11- 
20- 8-  13- 
21- 9d-  14d- 
22- 11-   
23(Sec B)  8a  
24- Deleted  deleted 
25-  2a  
26- 13 (Sec B)   
27- 14 (Sec B)   
28- Deleted   
29- Deleted   
30- Deleted   
31a,b- 23b,c(Sec D)   
31c- Deleted   
32- 17(Sec B)   
33- 18(Sec B)   
34 (Sec C) Deleted   
35- 24(Sec D)   
36 (Sec D) 28(Sec E)   
37- 29(Sec E)   
38- 30(Sec E)   
Added to final 
version 1 & 
deleted in final 
version 2 
 2 (Sec A)  2(Sec A) 
 19 (Sec C)   
 20 (Sec C)   
 21(Sec C)   
 22(Sec C)   
 24(Sec D)   
 25(Sec D)   
 26(Sec D)   
 27(Sec D)   
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3. Q28, Q29, Q30 and Q34 (concerning four overseas locations of MNCs) in the 
initial versions were deleted in the final version, as this information was found to 
be irrelevant in terms of analysis of Oi and L advantages in the road, bridge and 
tunnel sector in Australia. 
4. Q2, Q4, Q7, Q9, Q11, Q14, Q16, Q18 and Q21 concerning the firm’s 
competitive advantages (in terms of its service profile; experiences; professional 
and technical staff; R&D investment; turnover; raising of finance; access to key 
resources; and third party certified management systems) relative to its main 
rivals in the home market, were replaced as a sub-set of Q.9 (see Appendix 3.1) 
in the final version.  
As mentioned earlier, a major change made in the final version of the case 
study questionnaire was the division of the whole questionnaire into two parts. That 
is, Part 1 (see Appendix 3.1) was designed to collect more perceptual data and to 
form the basis of the interview discussion; and Part 2 (see Appendix 3.2) was 
designed to collect more factual/numerical data concerning ownership factor, and 
could be completed either before or after the Part 1 interview. Another major change 
in the final version of the questionnaire was made by incorporating a new Section C 
concerning I factor, which was previously muted. As well as the above-mentioned 
changes, a number of questions were added in the final version of the case study 
questionnaire. They concern the following issues: 
1.  (In Section A) Potential competitive advantages of MNCs (in terms of 
accessibility to key resources, R&D, raising finance and system management 
attributes) relative to the host market’s contractor in competing projects in the 
host market (see Appendix 3.1; Q.10a to e) 
2. (In Section C) Likeliness of host market’s supply chain in terms of 
• Availability and performance of critical subcontractors and suppliers in 
Australia, in terms of ensuring a critical path of progress for construction 
works, and/or ensuring works remain on budget (see Appendix 3.1; Q.19a) 
• Contractual relationships with critical subcontractors and suppliers in 
Australia, including the possibility of contractual disputes with subcontractors 
and suppliers (see Appendix 3.1; Q.19a) 
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3. (In Section C) Feasibility of license and exports in order to deliver service that 
relates to the management of the construction of major roads and bridges (see 
Appendix 3.1; Q. 21 & 22) 
4. (In section D) Attractiveness of Australia relative to developed and developing 
countries, in terms of chances of winning new bids, perceptions of return and risk, 
and opportunities and costs of undertaking contractual transactions, as well as the 
combined operation of all of these aspects 
The remaining questions were the same in both the initial and final version of 
the case study questionnaire. However, some changes were made with respect to the 
style and complexity of the questions. More specifically, some words in the final 
version were simplified; for example, the word relationships was changed to 
networks. Additionally, the length of a number of questions was reduced, and a 
reduction in the total number of questions was achieved by the use of subsets of 
questions. 
In summary, the final version of the case study questionnaire (see Appendix 
A.3) for contractors headquartered  outside of Australia encompasses four main 
sections, and a ‘thank-you’ section at the end. The first three sections were designed 
to measure the attractiveness of Australia’s focal sector based on each of the OLI 
factors independently, while the fourth section was designed to evaluate the overall 
attractiveness as an upstream proxy of FDI. Hence, the objective of the structured 
interviews was to determine, from the decision makers’ perspective, which of the 
OLI factors are more important and have more explanatory power to identify the 
relative attractiveness of host market as an upstream proxy of inbound FDI to 
Australia in the context of multinational contracting. At the same time, the criterion 
validity and the construct validity of the case study questionnaire were also 
established.  
Based on this final version of the case study questionnaire for contractors’ 
headquartered outside Australia, another version of the questionnaire was developed 
to facilitate the interviews with the contractors headquartered in Australia (Appendix 
1). This local version of the questionnaire was designed to identify the O advantages 
possessed by local contractors (see Section 4.5.2.2). Therefore, this version of the 
questionnaire includes Section 1 (O advantages) of Part 1 (see Appendix 3.1), as well 
as Part 2 for contractors’ headquartered outside Australia. 
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4.3.5 Secondary Data Concerning Case Study Design 
As mentioned in Section 4.2.2, this research considered secondary data in order to 
obtain wide-ranging historical data, information, or decision-making patterns. More 
specifically, these wide-ranging secondary data were obtained to validate primary 
data, and the overall process strengthened the research findings. In some cases, 
where primary data were insufficient to analyse the results, secondary data were used 
to fill the gaps. Thus, secondary data played a key role in measuring CSAs of the O 
factor, CAGE items of asset specificity element, and the uncertainty element of the 
risk dimension (see Section 4.3.4.2.2.1). 
Secondary data were used across all of the items pertaining to each of the OLI 
factors in order to support the primary findings. Table 4.12 shows the domain of 
content of the O factor, based on secondary data. With regard to FSAs, secondary 
data, in terms of key words/phrases related to O advantages (as mentioned in Table 
4.12), were obtained from several secondary sources; for example, from public 
domains such as Bureau Van Djik, Factiva, Datamonitor and Osiris.  
Beyond FSAs, secondary data were reviewed to obtain CSAs of home 
contractors. Porter’s diamond model – comprising factor conditions; demand 
conditions; related and supporting industries; and strategy, structure and rivalry – has 
undergone several empirical tests to be able to determine a nation’s competiveness. 
Based on this model, a firm can determine its international competitiveness on the 
basis of its home country competitiveness (D’Souza & Petertiatko, 2005; Porter, 
1990). In addition, this diamond model suggests the condition/and the factors that 
enable a firm to develop its competitive advantages. Therefore, this research used 
Porter’s (1990) diamond model to identify the CSAs of home MNC relative to 
Australia.  
In brief, Porter’s (1990) diamond model helps to explain the scores to be 
observed on each attribute in terms of the home- related factors that are able to be 
accessed and mobilised by the home MNC, and which can be potentially expressed 
in a more competitive/desirable bid (across cost and/or benefits perceived to be 
important to the client). To determine the CSAs of home MNCs, secondary data were 
mainly obtained from the World Economic Forum report (WEF, 2012), and the 
Business Monitor International (BMI) report, the Euro Monitor International report, 
and the OECD website.  
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Table 4.12. Determining content domain of the O factor: Secondary data 
O factor  Dimension (elements and items) Secondary source of principal 






(pertaining to O 
advantages as the 
object of inbound 




Firm-specific O advantages 
• Elements and related items illustrated in 
Table 4.6. 
Secondary data that matches 
with primary finding is quoted 
(Bresnen, 1991, 2000); 
descriptive 
MNCs’ websites, documents and 
other secondary databases 
(Bureau Van Djik, Factiva, 
Datamonitor and Osiris) 
 
Country-specific O advantages Dunning (1971, 1990); Porter 
(1990) 
• Factor condition 
 Average labour force participation in 
construction service (% of total labour 
force) 
 R&D expenditure (% of GDP) 
 Financial market development 
 Literacy rate 
 Labour market efficiency 
 Goods’ market efficiency 
 Technological readiness 
 
Porter (1990); D’Souza & 
Petertiatko (2005) 
Business Monitor International 
(BMI) 
Euro Monitor International 
OECD website 
World Economic Forum 
 
• Demand condition 
 Market size  
 Construction industry value (% of 
GDP) 
 Business sophistication 
 GDP per capita (USD current PPPs) 
 Innovation 
 
Porter (1990)  
Business Monitor International 
(BMI) 
Euro Monitor International 
OECD website 
World Economic Forum 
 
• Related & supporting industry 
 Producer Price Indices (PPI): 
manufacturing (Average annual 
growth %) 
 Industrial production growth rate (%) 
 Quality of  overall infrastructure  
 Local supplier quantity 
 Local supplier quality 
 
Porter (1990)  
Business Monitor International 
(BMI) 
Euro Monitor International 
OECD website 
World Economic Forum 
 
• Strategy, structure & rivalry 
 General labour cost per hour, including 
overheads (construction) 
 Intensity of local competition 
 
Porter (1980, 1985, 1990);  
Roth, Schweiger & Morrison 
(1991) 
Business Monitor International 
(BMI) 
Euro Monitor International 
OECD website 
World Economic Forum 
 
Table 4.13 shows the domain of content L, and I factors, as well as motivation 
and DV based on secondary data. Secondary data were searched to obtain key 
phrases related to each of the items across all of the factors, motivation, and actual 
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FDI. As mentioned earlier, secondary data played a major role in analysing the 
culture, geographic and economic distance of asset specificity, and the uncertainty 
elements of the risk dimension of L bound factor. 
Table 4.13. Determining content domain of the L bound (Oi & L) factor, I factor, 
motivation and DV: Secondary data 
Factors  Dimension (elements and items) Source of principal items and 
other comments 






and location (L) 
advantages 
 
(pertaining to L 
advantages as 
the object of 
inbound FDI to 
Australia) 
Return dimension 
• Elements and related items illustrated in 
Table 4.7 
Porter’s five forces model; 
Secondary data that matches 
with primary finding is quoted 
(Bresnen, 1991, 2000); 
descriptive 
MNC’s website, documents and 
other secondary databases; 
Risk dimension Williamson’s TCE 
• Asset specificity (CAGE) 
  Culture difference 
Kogut & Singh (1988); Arora & 
Fosfuri (2000); Chen (2008) 
Distance measured based on 
Hofstede’s (1983, 2001) model, 
and equation shown in Section 
4.5.3 
 Administrative difference 
•  Political hostility  
•  Transparency of tender 
• Corruption perception index, % 
• Doing business rank, % 
• Tax system 





World Bank report (2013) 
 
Descriptive & ratios 
 Geographic difference 
• Distance between capital cities 
• Presence in Australia 
Ghemawat (2001); Cuervo & 
Low (2003a); 
Distance 
 Economic difference (USD) 
• GDP per capita  
• Per capita annual disposable income 
• Per capita annual disposable expenditure 
• Ratio of income & expenditure 
• Consumer expenditure by sector 





• Uncertainty  
 Exogenous (Unpredictability)  
• Political issues 
• Economic changes 
• Structural issues 
• Credit rating 
• Debt indicators 
• Access to capital markets 
Euromonitor Country Ratings 
• Frequency 
 Current and forecast projects 
IBISWorld Australia 
Descriptive  
I factor • Elements and related items illustrated in 
Table 4.10 
MNCs’ websites, documents and 
other secondary databases; 
descriptive Motivation • Elements and related items illustrated in 
Table 4.10 
DV • Actual FDI 
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4.4 ADMINISTRATION AND RESPONSE 
4.4.1 Pilot Study 
Based on the initial version of the case study questionnaire, some pilot interviews 
were undertaken in order to assess the suitability of the questionnaire content, and to 
reveal deficiencies in the design of the proposed approach. Two pilot case studies 
were conducted locally in the host market, and were based on the initial version of 
the questionnaire for the contractors headquartered in Australia. Two pilot interviews 
were also conducted using the initial versions of the questionnaire for the contractors 
headquartered outside Australia.  
For the first pilot interview, the initial Version 1 of the questionnaire was sent 
to one of the UK contractors via email, and the interview was conducted by phone 
(refer to Appendix 2.1). This interview indicated that some adjustment and changes 
were required in the questionnaire, and the second version was developed (refer to 
Appendix 2.2). Using this second version, another pilot interview was conducted 
with a Chinese contractor. This time, a face-to-face interview was conducted. A 
summary of these pilot interviews are shown in Table 4.14. 
Table 4.14. Pilot interviews  
 Pilot 
interviews  
Date Location Approximate 
duration 

























  7 hours   
 
Based on these pilot interviews, the case study questionnaire was refined, and 
final versions were developed for contractors headquartered both in and outside of 
Australia (as already described in Section 4.3.4.3). This exercise improved the 
quality and efficiency of the final version of the questionnaire used to conduct the 
main study. 
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4.4.2 Main Study 
The approach used to administer the multiple case studies (based on the final version 
of the case study questionnaire) to both home contractors and host contractors is 
summarised in the following steps. 
1. An invitation to participate in the project, and an executive summary of the 
project, was sent to the respondents by email. 
2. An email was sent to those who agreed to participate, thanking them in advance, 
and providing the schedule for the face-to-face interviews. 
3. An initial package consisting of the case study questionnaire, an explanation of 
the purpose of this research, the research grant, information on project team 
members, and the expected benefits and risks of their participation was emailed 
to the respondents shortly before conducting the face-to-face interview. The 
package was sent before the interview session to provide respondents with the 
maximum opportunity to seek any clarification. 
4. Initial responses were received and examined before conducting the face-to-face 
interviews. 
5. Then the structured interview was conducted based on Part 1 and Part 2 of the 
case study questionnaire. In most cases, two to three interviews were conducted, 
and each lasted 2 to 3 hours. In the first session, the interview was conducted 
based on Part 1 of the questionnaire; the second session was based on Part 2. 
The final interview (the third) was undertaken if any clarifications to the 
responses were needed. 
6. Finally, the completed questionnaire was sent to each of the respondents who 
confirmed their answers and the data provided.  
The above-mentioned Steps 1 to 6 were considered for the main interviews. In 
this way, the reliability and consistency of the case study data was promoted. Table 
4.15 and Table 4.16 summarise these structured interviews, which were conducted in 
both host and home countries, based on the final version of the case study 
questionnaire.  
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Date Location Approximate 
duration 




Brisbane 2 hours 
2 hours 15 mins 





Sydney 2 hours 30 mins 
2 hours 
1 hour 15 mins 




Brisbane 2 hours 15 mins 
1 hour 30 mins 
2 hours 





Brisbane 2 hours 15 mins 
1 hour 45 mins 





Brisbane 2 hours 30 mins 
2 hours 15 mins 
1 hour 45 mins 




Brisbane 1 hour 30 mins 






Brisbane 2 hours 15 mins 
1 hour 45 mins 





  41 hours 30 mins  
 
Table 4.16. Structured interviews: Contractors headquartered outside Australia (home 
market) 
MNC Date Location Approximate 
duration 





Madrid, Spain 2 hours 15 mins 
1 hour 30 mins 
2 hours 




Madrid, Spain 2 hours 45 mins 
2 hours 






2 hours 15 mins 
1 hour 30 mins 











Tokyo, Japan 2 hours  
1 hours 30 mins 
1 hour 15 mins 
Business Development Manager 
IR3B 5/11/2012 
7/11/2012 
Tokyo, Japan 1 hour 15 mins 
2 hours 30 mins 
2 hours 
Business Operations Manager 
IR3C 3/11/2012 
5/11/2012 





Beijing, China 2 hours 
2 hours 15 mins 
 
Business Development Manager 
IR4B 25/7/2012 
29/7/2012 
Beijing, China 2 hours  
1 hour 15 mins 




  39 hours 45 mins  
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Besides the focused interviews, consideration was also given to collecting 
documentary evidence to confirm the validity of this research. Yin (1994, p. 81) 
considers the role of documentary evidence to be corroborative, that is, enhancing 
evidence from other sources. Hence, if the documentary evidence is inconsistent, it 
suggests the need for other sources of evidence for validation purposes. These 
documents were collected from several secondary sources (as mentioned in Section 
4.3.5), as well as directly from the respondents during the interviews. Therefore, 
conducting multiple measures of the same phenomenon through multiple sources of 
evidence, helped to address construct validity (as explained in Section 4.3.3.6.2).  
4.5 CASE STUDY DATA ANALYSIS  
4.5.1  Introduction  
The aim of this section is to develop a strategy and guidelines for case study analysis 
in order to establish summary patterns of IVs (Oa & Ot advantages, Oi & L 
advantages and I advantages) pertaining to the DV (FDI). That is, based on this 
strategy, the empirical patterns of the OLI factors can be compared with the 
theoretically predicted patterns. Moreover, this strategy provides a consistent 
approach across all of the cases and, in doing so, also minimises the possibly 
negative impact of data interpretation. This section also determines how the next 
chapter presents the case study data and the design of the template for the 
presentation of the result in respect to the attractiveness of the Australian market. 
As mentioned in Section 4.3.3.4, this research considers each of the home 
countries as a case study and, in terms of presenting the results, each case study is 
described as a whole story. As such, for each of the case studies, both IVs (OLI) and 
DV (FDI) are analysed, based on primary and secondary data. The analytical results 
– in terms of the attractiveness of the Australian road, bridge and tunnel sector – for 
each of the IVs and DV are represented by the symbol /or . That is, if the 
analytical result shows that the sector of the host market is attractive, the symbol  
is assigned, and vice versa. Similar steps are repeated across the four cases, and the 
overall outcomes are integrated into a matrix format.  
The pattern matching approach is then used to observe the extent to which the 
empirical (actual) pattern matches the theoretical (expected) patterns. This approach 
facilitates reference to each case study in the conclusions, in terms of how much each 
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supports or contradicts each of the hypotheses, and ensures the internal validity of 
the findings. In this way, the relative importance and explanatory power of the OLI 
factors, in terms of the attractiveness of the host market, are also determined. Section 
4.5.2 is used as a template to analyse the O advantages possessed by the host 
contractors, and Section 4.5.3 is used as a template to analyse case studies of home 
contractors.  
4.5.2 Method of Analysing O Advantages: Contractors domiciled in Australia 
(Host country) 
4.5.2.1 Overview 
This section analyses both primary (via a structured questionnaire) and secondary 
data obtained from three tiers of host contractors domiciled in Australia. The purpose 
of this data analysis is to develop a radar map of three reference lines of O 
advantages of host contractors and, in doing so, to justify the O advantages of home 
MNCs to deliver projects in the host market.  
4.5.2.2 Primary data  
The O advantages are measured based on RBT as illustrated in Section 3.3.2. This 
section explains the techniques used to analyse primary data obtained from structured 
interviews with contractors headquartered inside Australia, in order to create 
reference points for each item pertaining to the O factor. Based on these reference 
points, a radar map of O advantages of a home MNCs relative to host market’s 
contractors is developed to assess home MNC’s competitive advantage in the host 
market.  
This study uses radar maps to depict competitive advantages of host and home 
contractors in terms of the valuable resources to bid for a complex road, bridge and 
tunnel project in Australia. Similarly, pie chart can be used to represent host and 
home contractors’ competitive advantages. Although, pie chart can be used for 
multiple groups of data, however this graphical representation technique is typically 
used for one group of data (for example, the percentage of sales for the entire 
inventory). Moreover, it would be difficult to obtain an integrated view of the 
competitive advantages based on multiple pie charts. In contrast, a radar map 
represents group data, such as countries or customers, at the perimeter of the radar 
(IBM, n.d). The map shows numeric values from the center of the radar to the 
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perimeter. As such, the radar map can easily display and compare data between one 
country’s MNCs to another country’s MNCs in order to observe the relative 
strengths and weaknesses of each country’s MNCs. The detailed analysis techniques 
are described by Rahman, Bridge, Rowlinson & Kwok (2012a), and also summarised 
here. 
On each item pertaining to the O factor, as shown in Table 4.6, an average of 
the responses within each tier of local contractors obtained from the case study 
questionnaire (Appendix 1) was taken to represent that group or tier. Each of the tier 
averages was ranked either 6, 4, or 2: Point 6 was assigned to the tier that derives the 
greatest advantage from the item concerned, and Point 2 was assigned to the tier that 
derives the least advantage from the item concerned. On each item pertaining to the 
analysis of the O advantage of local contractors, a set of measurements was then 
interpolated to represent the remaining Points 3 and 5. Then, on each item pertaining 
to the O factor, Point 7 was assigned any value exceeding Point 6, and Point 1 was 
assigned to any value less than Point 2. In this way, a 7-point Likert-like scale was 
created for each item. This is the standardised procedure used in this study to develop 
the scale. However, in developing the scale, there were also some variations that 
were considered, as follows: 
• Variation 1: On some items pertaining to the O factor, the average response 
obtained from each of the three tiers of local contractors might display a similar 
value. For example, on any item, two of the three tiers of local contractors might 
have the same average value on an item, and this shared value might be higher 
than the other/third tier local contractor’s average value. Here, the two tiers of 
local contractors with a common value on an item are assigned the Point 6, while 
the other/third tier of contractors is given the Point 4. In this case, the Point 5 
value is identified by using interpolation. Then, a set of measurements is 
interpolated to represent the remaining Points 2 and 3. However, the standardised 
procedure is followed for the remaining Points 1 and 7. 
• Variation 2: : If there is an absence of data on any item across all contractors of 
any of three local tiers, therefore making it impossible to calculate average value 
on that item, then the term ‘NA’ (Not Available) is used. In this case, the term 
‘NA’ is assigned to Point 1, while the Value 1 is assigned to Point 2. However, 
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the remaining Points 3 to 7 are assigned values based on the standardised 
procedure, as described earlier. 
A radar map is then developed based on these reference points and, for 
illustrative purposes and hypothetically only, this is shown in Figure 4.3 in terms of 
three local reference tiers only. As mentioned in Section 3.3.2, ‘value’ variable is the 
key variable in RBT as its presence/absence ensure having competitive 
advantage/disadvantages. Based on the developed radar map, the reference point for 
each of the items pertaining to the O factor can be identified to the extent to which 
these items are valuable to win a project in the Australian road, bridge and tunnel 
sector. 
 
Figure 4.3. Reference radar map of local contractors 
Beyond this valuable variable, the other RBT variables – rarity and costly to 
imitate – are used to assess the extent to which the various tiers are leveraging certain 
attributes to attain either a possible temporary competitive advantage, or a possible 
sustainable competitive advantage. That is, in addition to the objective measures of 
the attribute used to rank the three tiers, each contractor in a tier is asked to give their 
perceptions (on 7-point semantic differential scales) of their rarity when compared to 
their main rivals, and of how costly their measurements on the attributes are to 
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any) the competitive strength of each tier lies, and how much this is specific to the 
local case study contractor or also applies to other contractors in that tier.  
4.5.2.3 Secondary data  
This section illustrates the techniques applied in this study to analyse secondary data. 
Secondary data were analysed to support FSAs of all tier local contractors identified 
in primary data analysis. In the process, secondary data, in terms of key words/ 
phrases related to the O factor (as shown in Table 4.12), were searched from several 
sources and presented in a tabular format. Then an assessment was made to 
determine the extent to which this secondary data corroborated the primary data. 
Secondary data was again reviewed in order to assess the overall Australian 
national competency level that enhances the host market contractors’ chances of 
achieving FSAs. The Australian CSAs, in terms of the items shown in Table 4.12 
were analysed as follows: 
1. Factor conditions: Factor conditions related to the domestic market were 
measured in terms of: average labour force participation in construction services 
(% of total labour force); R&D expenditure (% of GDP); financial market 
development (1 to 7 scale); literacy rate (% of total adult population); labour 
market efficiency (1 to 7 scale); goods’ market efficiency (1 to 7 scale); and 
technological readiness(1 to 7 scale). In this regard, Porter (1990) states that a 
country’s most significant competitive advantages are its R&D investment, and 
its technical and market knowledge. 
2. Demand conditions: Porter (1990) determines that client demands in the 
domestic market, and the size and sophistication of those demands would lead a 
nation to adopt new technologies more quickly. In addition, buyer sophistication 
enhances the competitive advantage of a country’s firm. Thus, market size (1 to 
7 scale), construction industry value (% of GDP), and GDP per capita (USD 
based on current purchasing power parities; by taken average value of the three 
years) were taken as a proxy for measuring demand conditions. In contrast, 
business sophistication (1 to 7 scale) and innovation (1 to 7 scale) were used as a 
proxy for the sophistication of buyers’ demand conditions. 
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3. Related and supporting industries: Firms on the upstream, downstream, and 
related and other supporting industries – such as banking and finance, 
infrastructure, energy, transportation, and communications – are vital to the 
progression of countrywide competitiveness (Porter, 1990). In this study, 
producer price indices (PPI) – the manufacturing (average of three years annual 
growth, %) and industrial production growth rates (%) – were used to measure 
industrial growth of a country. Industrial growth rate, a country’s overall 
infrastructure quality, and local supplier quantity and quality were considered as 
a proxy of supporting industries. 
4. Firm strategy, structure, and rivalry: The national competitiveness of a country 
varies with the strategy, structure, and rivalry of each industry (Porter, 1990). In 
terms of strategy, cost leadership plays a crucial role, as described by Porter 
(1980, 1985) and Roth, Schweiger and Morrison (1991). All of these studies 
point out that cost controls are vital for effective business management. Thus, in 
this study, per hour general labour cost (including overheads) in the construction 
industry was taken as a proxy for domestic business strategy. This indicative 
value was taken from the International Construction Cost Survey (2012) report 
published by Turner and Townsend. According to this report, this overhead cost 
was calculated to include superannuation, payroll tax, workers’ compensation, 
holidays, leave loading and workers’ travel costs. In contrast, the intensity of 
local competition was taken into account in order to identify the structure and 
rivalry among the firms.  
To calculate the competitiveness index for each factor of each of the four 
conditions of Porter’s diamond model (refer to Table 4.12), a maximum value “100” 
was given to the country that had the higher value, and a relative ratio in terms of 
percentage was given to the country that had the lower value. If a factor was 
measured by two or more items, impartial weights were given to each item. Then, by 
simply averaging the sum, each of the attributes of the diamond model was 
measured, and a diamond model of competitive CSAs was drawn.  
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4.5.3 Method of Analysing Case Studies: Home Country 
4.5.3.1 Method of analysing O (Oa & Ot) advantages 
4.5.3.1.1 Primary data  
Based on primary data obtained from the case study questionnaire (Appendix A.3), 
this section explains the techniques used in this study to measure and analyse O (Oa 
and Ot) advantages of home MNCs vis-à-vis the host market, relative to the same 
attributes measured in the three tiers of host market contractors. In order to develop 
the radar map of home MNCs, an average of the responses to each item related to the 
O factor obtained from Tier 1 MNCs within each home country, was recorded on a 
7-point Likert-like scale. This scale was developed based on local tiers, as described 
in Section 4.5.2.2. However, to analyse the home MNCs’ accessibility to key 
resources in terms of subcontractors, suppliers, skilled and unskilled labour, key 
plant and equipment, and key input materials in the host market, some additional 
steps were incorporated in the standardised procedure, as set out in Section 4.5.2.2.  
As stated in Section 3.2, MNCs’ service in the host market relies on local 
resources and complex supply chains, including local subcontractors and suppliers; 
therefore, accessibility to, or imitability of these key resources in the host market are 
important for home MNCs to remain competitive in that market. Hence, the analyses 
of each of the items relating to the accessibility of key resources mainly focus on 
three questions, relating to: the accessibility of key resources in the sector of the 
MNC’s home market (Q3 in Appendix 3.1); the accessibility of key resources in the 
focal sector of the host market (Q4 in Appendix 3.1); and the perception of local 
tiers’ contractors of how straightforward or costly to imitate these key resources in 
the host market are for all other contactors (that is, domestic, as well as overseas 
contractors in Australia). Based on these three questions, two scenarios were 
developed (as shown in Table 4.17) to measure the value of each item pertaining to 
accessibility of key resources in the host market/Australia.  
Table 4.17 explains that in the case of Scenario 1, home MNCs can possess or 
replicate the key resources that they have in their home market, in the host market. In 
contrast, in the case of Scenario 2, home MNCs might possess a plentiful supply of 
key resources in their home market; however, they might perceive a poor supply of 
these key resources in the host market due to a lack of knowledge or previous 
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experiences in that market. Hence, an average response from the three tiers of local 
contractors concerning the rarity or costly to imitate characterisation of these key 
resources in the host market, is taken into consideration.  
Table 4.17. Scenarios to measure accessibility in to key resources in the host market 
Scenario 1 Scenario 2 
• Step 1: If the average score for home 
MNCs’ (within a same home country) 
accessibility to key resources shows that 
they possesses plentiful access (Scores 4 to 
7) to these key resources in their home 
market (refer to Appendix 3.1; Q3), AND 
 
• Step 2: If the average score for home 
MNCs’ (within a same home country) 
accessibility to key resources shows that 
these plentiful resources are fairly 
straightforward to deploy into the host 
country/Australia, (Scores 4 to 7) (refer to 
Appendix 3.1; Q4), THEN 
 
• The average score that MNCs (within a 
same home country) obtained in terms of 
accessibility to the key resources in the 
home market in Step 1 (refer to Appendix 
3.1; Q.3), or the maximum value obtained 
by any of the three tiers of local contractors 
(whichever value is the lowest) is assigned 
on that particular item pertaining to 
accessibility to key resources in respect of 
the home MNC. 
• Step 1: If the average score for home 
MNCs’ (within a same home country) 
accessibility to key resources shows that 
they possesses plentiful access (Scores 4 to 
7) to these key resources in their home 
market (refer to Appendix 3.1; Q3), BUT 
 
• Step 2: The home MNCs (within a same 
home country) cannot deploy these key 
resources in the host market as indicated by 
an average response (Scores 1 to 3) (refer 
to Appendix 3.1; Q.4), THEN 
 
• Step 3: If the local case study responses 
(refer to Appendix 1; Q.14a) show that it is 
fairly straightforward for rivals to imitate 
availability to key resources (Scores 1 to 
4), THEN 
 
• The value of 4 or at least the minimum 
value obtained by any of the three tiers of 
local contractors (whichever value is the 
greatest) is assigned on that particular item 
pertaining to accessibility to key resources 
in respect of the home MNC. 
 
If the obtained average response shows that it is easier for all contractors 
(including overseas contractors) to replicate these key resources in the host market, 
then the Score 4 is assigned to home MNCs on the item pertaining to key resources. 
Moreover, as in the local contractors’ questionnaire, the overseas questionnaire (refer 
to Appendix 3.1; Q9) includes RBT factors concerning the rarity and the costly to 
imitate characteristic. This allows for a more accurate assessment of the extent to 
which a Tier 1 home contractor possesses unique attributes relative to its domestic 
rivals. These responses were represented on a 7-point semantic differential scale, and 
their analysis helped to determine whether those particular O attributes were widely 
spread across the whole of the Tier 1 group of that particular home market, or were 
unique to the case study firm. 
After assigning a value to each of the key resources, the standardised procedure 
was followed to assign the normalised score. This procedure was followed across the 
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four case studies. Having established the normalised score for each of the items 
pertaining to the O factor, a radar map of the home MNC was plotted, and then 
compared with three local maps, based on the following equation: 
 = Home MNC radar map not below any of the radar maps for three tiers 
of local contractors on any item pertaining to O factor + Home MNC radar 
map above radar maps for all of the three tiers of local contractors on at least 
one item pertaining to O factor (Eqn 4.1) 
That is, if the radar map of a Tier 1 home MNC within a same country shows 
that it is not below any of the three tiers of local contractors for any item pertaining 
to O factor, and is above all of the three tiers of local contractors for at least one item 
pertaining to O factor, then that particular Tier 1 home MNC possesses an O 
advantage in the host market, and the symbol  is assigned to them. If the home 
MNC’s radar map shows that home MNCs do not achieve the conditions (as 
discussed), then the home MNCs possess disadvantages and the symbol  is 
assigned to them. 
4.5.3.1.2 Secondary data  
Secondary data were searched for key words or phrases in order to assess the FSAs 
of Tier 1 home MNCs. Beyond searching for FSAs, secondary data were also 
reviewed in terms of the broader environment surrounding the roads, bridges, and 
tunnels sector in each of the four home countries, or in terms of their home-related 
advantages. This time, secondary data were designed to corroborate, and gave a 
background explanation of the profile of the radar maps for the home country 
contractors, relative to the NPS contractors’ radar maps. Moreover, secondary data 
were also used to determine the CSAs of home MNCs. The analysis technique for 
this procedure is described in Section 4.5.2.3.  
4.5.3.1.3 Summary  
By corroborating primary data with the secondary data, the competitive advantages 
of home MNCs relative to domiciled host contractors were identified, and the symbol 
 or  was assigned.  
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4.5.3.2 Method of analysing location bound (Oi and L) advantages 
4.5.3.2.1 General 
This section details the analytical techniques used to determine the risk and return 
dimensions of the L (Oi and L) factor, based on both primary and secondary data.  
4.5.3.2.2 Risk 
4.5.3.2.2.1 Primary data 
As shown in Table 4.7, primary data mainly surfaces the administrative distances of 
the asset specificity and the frequency elements of the risk dimension of the L factor. 
Based on the structured questionnaire (Appendix 3.1; Q.25), the home MNC’s 
perceptions of administrative distance in terms of entry barrier, administrative and 
legislative process, industrial relations, taxation systems, expectation of Australian 
government sector clients and existing system management requirements in the road, 
bridge and tunnel sector in Australia, were obtained. All of these attributes together 
reflect the administrative barriers in Australia on a 7-point semantic differential 
scale, where 1 indicates extremely high barriers, and 7 indicates extremely low 
barriers of entry into Australia. On the other hand, the frequency element of risk 
dimension was assessed based on the Tier 1 home MNC’s perceptions of its chances 
of winning new complex road and bridge projects in the Australian market 
(Appendix 3.1; Q.23a).  
Then, the relative attractiveness of the Australian market in terms of risks vis-
à-vis other potential developed and developing markets, were obtained. In summary, 
primary data was analysed to surface the level of congruence concerning risks 
associated with investment costs in the host market. 
4.5.3.2.2.2 Secondary data 
Several secondary sources were searched in order to bridge the gap in primary data, 
and to corroborate with primary findings in measuring the risk dimension. Secondary 
data clearly elucidated each of the TCE elements (asset specificity, uncertainty, and 
frequency) in order to capture investment risks in the Australian market. The detailed 
analysis steps used in this study are as follows: 
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1. Asset specificity: Asset specificity was measured in terms of host/home-induced 
CAGE differences.  
a. Cultural: Hofstede’s (2001) five dimensions model was used to measure 
cultural distance between Australia and each of the home locations. The five 
forces model comprises concepts of power distance, uncertainty avoidance, 
individualism, masculinity, and long-term orientation. Cultural distance (CD) 
was measured by taking the arithmetic average of the deviations of these five 
dimensions, and correcting for the overall variance of each of the dimensions 
(Arora & Fosfuri, 2000; Chen, 2008; Kogut & Singh, 1988). The following 
formula was adopted from Chen (2008) to calculate the cultural distance: 
 
𝐶𝐷𝑗𝑘 = �  �𝐼𝑖𝑗−𝐼𝑗𝑘�2/𝑉𝑖5𝑖=1 5  (Eqn 4.2) 
 
In equation 4.2, Iij is the index for the ith cultural dimension and jth country, 
Vi is the variance of the index of the ith dimension, and CDjk is the cultural 
distance of the jth country from the kth country. Here, j is the host country 
(Australia), and k is the home country (such as China, Japan, Spain and US). 
Based on the above equation, cultural distances of the 68 countries, 
including the home countries, were measured relative to Australia to find out the 
highest, lowest, and average distance (see Appendix 8). Then, the cultural 
distances of each of the home countries relative to Australia were reviewed in 
terms of the three reference points (highest, lowest, and average). If the CD 
scores of the selected home country shows below the average distance, then the 
selected home country possesses low cultural distance relative to Australia. 
Alternatively, if the CD scores of the selected home country show above the 
average distance, then the home country possesses higher distance relative to 
Australia 
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b. Administrative: The Corruption Perception Index (CPI) and the ease of doing 
business index (EBI) are the two indicators used in this study to measure the 
administrative risk between the host and home countries. The CPI is the most 
widely used indicator of corruption, worldwide. Based on a country’s corruption 
level for the public sector, Transparency International published the CPI scores 
(out of 10) and ranks of the countries (out of 179) each year. The CPI score 10 
represents no corruption at all (very clean), while 1 represents high corruption. 
In contrast, EBI measures the complexity of business regulations in countries 
around the world. A nation's ranking (out of 185 countries) on the EBI index is 
calculated based on the average of 10 subindices, which comprise: starting a 
business, dealing with construction permits, getting electricity, registering 
property, getting credit, protecting investors, paying taxes, trading across 
borders, enforcing contracts, resolving insolvency, entrepreneurship, good 
practices, and transparency in business regulation (World Bank, 2012).  
Based on CPI and EBI scores, the administrative distance (%) of each of 
the selected home countries relative to Australia was measured. If the observed 
difference was greater than 25%, then it was assessed as highly significant; if the 
observed difference was greater than 15%, then it was assessed as moderately 
significant. However, if the observed difference was less than 10%, then it was 
insignificant. 
c. Geographic: The physical distance between the relevant Australian capital 
city and the home country was taken into consideration to measure the 
geographical distance. The locations of the majority of the selected home market 
contractors’ headquarters are in their capital cities. Google map was used to 
measure this distance. Moreover, in measuring geographic distance, the current 
existence of selected home MNCs in the host market (including all sectors of the 
construction industry) was also considered. This measure facilitated the 
determination that geographical distance is not a major issue as MNCs from 
European countries and the US (having higher distance with Australia) are 
established in Australia. 
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d. Economic: The most commonly used economic indicator of a country is GDP 
per capita based on purchasing power parity (PPP) and the consumer’s income 
(Chen, 2008; Ghemawat, 2001). However, in the case of foreign investment, 
consumer incomes and cost differences are the two main indicators when 
considering economic distances between the countries (Australian Trade 
Commission report, 2013). In this regard, the differences (%) between the ratios 
of disposable expenditure to disposable income of each of the four home 
countries relative to Australia were taken into account to measure economic 
distances. In addition, consumer expenditures by sector (% of total expenditure) 
were also taken into consideration in measuring the cost differences between the 
countries.  
2. Frequency: With regard to TCE’s frequency element, an assessment was made 
based on secondary data related to the available pipeline of projects in the road, 
bridge and tunnel sector in Australia. Several secondary sources were used to 
collect information in this regard. 
3.  Uncertainty: Uncertainty mainly revolves around the economic structure, policy 
and legal framework, and any external risks such as natural calamities and 
terrorist attacks. Hence, this risk is exogenous to firm and mostly at both 
industry level and national level. In order to pick-up the risk at road and bridge 
industry level in Australia, the IBISWorld Australia (2013a) report was used. 
This report comprises risks pertaining to industry structure (structural risk), 
expected future performance (growth risk), and economic forces (sensitivity 
risk). It scored these three types of risks separately, then weighted and combined 
them to derive the overall risk score. The overall risk was measured on a scale of 
1 to 9, where 1 represents the lowest risk and 9 represents the highest risk. 
On the other hand, to capture country-specific investment, the 
Euromonitor Country Risk rating (ECR, 2011) was used. The ECR scores and 
ranks the countries (total 180) according to their economic condition, political 
stability, and structural dimensions (such as demographic overview and 
availability of a country’s soft and hard infrastructure). The higher score 
represents low level of country risk, and vice versa. 
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4.5.3.2.2.3 Summary of risk analysis 
In summary, primary data were checked with secondary data concerning investment 
risks in the road, bridge and tunnel sector in Australia, relative to other potential 
developed and developing market. The analyses’ results were presented in terms of 
low/moderate/high risk. 
4.5.3.2.3 Return  
4.5.3.2.3.1 Primary data 
Based on the structured questionnaire (Appendix 3.1; Qs13 &14), primary data were 
obtained to analyse the return available from the host market, relative to their 
domestic markets and other potential markets. This primary data, related to both host 
and home markets’ focal sector, were obtained in terms of Porter’s five forces (as 
illustrated in Table 4.8). To analyse each of the five forces, responses were given on 
a 7-point semantic differential scale, and the obtained data were presented in tabular 
format. For each factor pertaining to each of the five forces, responses were 
categorised as low, moderate, or high threats to profit (Besanko et al., 2009). Similar 
steps were taken to perceive the threats to profit in the home market.  
Each of the five forces between the two tables (host and home) were then 
compared in terms of available return in the host and home market. In addition, the 
overall perception of home MNCs concerning available return from the host market 
sector relative to other potential developed and developing market sectors, were 
registered on a 7-point semantic differential scale (Appendix 3.1; Q23b). By taking 
all of these steps into consideration, the available return from the host market, 
relative to the MNC’s domestic market vis-à-vis other developed and developing 
markets, was assessed in terms of low/moderate/high return. 
4.5.3.2.3.2 Secondary data  
Secondary data available in the public domain in relation to the focal sector were 
reviewed to find the available return in both host and home markets. In doing so, any 
relevant information that supported any of the five forces in analysing return of both 
home and host markets was illustrated in tabular format. As were the primary data, 
secondary data were analysed in terms of low/moderate/high threats to profit 
pertaining to the five forces.  
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4.5.3.2.3.3 Summary of return analysis 
Primary data were corroborated with secondary data regarding the return available in 
the road, bridge and tunnel sector in Australia relative to Tier 1 home MNCs’ 
domestic market, and the analysed result was represented in terms of 
low/moderate/high return. 
4.5.3.2.4 Reconciling of risk and return analysis 
The analytical findings pertaining to risk and return were reconciled. If the analytical 
results exhibited greater return than investment risk in Australia, and this return was 
sufficient to outweigh the investment risks or set up costs in the host market, then the 
symbol  was assigned to Tier 1 Home MNCs. This  indicates that home MNCs 
have L (Oi and L) advantages in the focal sector in Australia. In contrast, the symbol 
 was assigned to represent L (Oi and L) disadvantages in the sector in Australia.  
4.5.3.3 Method of analysing internalisation (I) advantages 
4.5.3.3.1 Primary data 
Based on primary data (Appendix 3.1; Qs 21 & 22), this research assessed the 
inevitability of the physical presence of the Tier 1 home MNCs, by committing FDI 
to successfully manage and deliver a project in the road and bridge sector in 
Australia. On the other hand, to ensure progress along a critical path of construction, 
and to ensure that works remain on budget in the host market, MNCs’ perceptions of 
a host market’s supply chain is critical. Hence, primary data were obtained in terms 
of the availability and performance of critical subcontractors and suppliers, and 
contractual relationships within these supply chains.  
These obtained responses across all of the MNCs from the same home country 
were represented on a 7-point semantic differential scale and, for analysis purposes, 
were presented in tabular format. Then, an assessment was made to show the extent 
to which the home MNCs see the host market’s supply chain as an advantage. At the 
same time, an assessment was made to show the extent to which the home MNCs 
view the host market’s (that is, Australia’s) supply chain as either encouraging or 
discouraging them to invest in the road, bridge and tunnel sector. In order to support 
this finding, some respondent statements are quoted and presented in tabular format. 
Finally, the overall perceptions of MNCs from the same home country regarding I 
 Chapter 4: Research Design and Methods 
 152 
advantages in the Australian market, compared to other potential developed and 
developing markets, were analysed.  
4.5.3.3.2 Summary 
In summary, if the analytical result found that the home MNC possessed I 
advantages, then the symbol  was assigned, and vice versa. 
4.5.3.4 Method of analysing DV: Overall attractiveness 
4.5.3.4.1 Planned FDI (t+1) based on primary data 
Tier 1 home MNCs’ perceptions of the attractiveness of the road, bridge and tunnel 
sector in Australia relative to other potential developed and developing market 
sectors, were assessed by assigning responses to a 7-point semantic differential scale, 
where 7 represents Australia as extremely attractive and 1 represents Australia as 
extremely unattractive. If the analysis showed that Australia is attractive to MNCs, 
then the symbol  was assigned; if not, the symbol  was assigned. 
4.5.3.4.2 Actual FDI in t and (t+1) based on secondary data 
Secondary data played an important role in finding the keywords/phrases related to a 
categorical measurement of either FDI or no FDI towards the host market/Australia. 
If the secondary data found Tier 1 home MNCs’ presence in Australia, the symbol  
was assigned, and vice versa. 
4.5.3.5 Method of overall analysis: IDVs and DV  
The overall findings in terms of OLI factors and FDI were summarised in tabular 
format, based on the template, as shown in Table 4.18. 













(t & t+1) 
Home country / / / / / 
 
By using pattern matching technique, an assessment was undertaken to find the 
matches between IV and DV.  
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4.5.3.6 Overseas business motivation 
As a MNC mainly prefers horizontal growth, in, MS and ES are considered the main 
motivations in the context of this study, as stated in Section 2.2.4. The case study 
questionnaire includes two questions related to home MNC’s overseas business 
motivation. The first question is related to MS and ES motivations in terms of 
seeking the highest ratio of return on investment and additional work to offset spare 
capacity in the MNCs’ home market; the second questions focus on SAS and RS 
motivations. All of the responses are taken into a percentage scale. If the analysis 
result shows that the combination of MS and ES is more than 50% of total 
motivation measured, then it justifies the assumptions made in this study. That is, 
MNCs are mostly profit seekers (MS and ES) and thus they expand their overseas 
business through horizontal integration (as described in Section 2.2.4). 
4.5.4 Method of Cross-Country Analysis  
The overall case study analyses results were combined into a summary results matrix 
format as similar to the template shown in Table 4.19. 








I advantage FDI 
Actual FDI 
(t & t+1) 
Planned 
FDI (t+1) 
Spain (OR) / / / / / 
US (OR) / / / / / 
Japan (IR) / / / / / 
China (IR) / / / / / 
 
By deploying pattern matching logic on the above matrix, the theoretical rival 
patterns are compared with the expected and actual patterns. In doing so, if any of 
patterns of IVs match with patterns of DV across all of the four cases, then this 
process justifies the hypothesis developed in Section 3.3, as well as checks the 
internal validity of the findings. Moreover, patterns of actual FDI and planned FDI 
justify the reason of selection of attractiveness of the host market as an upstream 
proxy of FDI, as well as actual measure of FDI. This pattern matching approach also 
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justifies the selection of case studies based on replication logic. That is, if patterns of 
any of the case study match with patterns of another case study across the OLI 
factors, then this would prove the literal replication. In contrast, if there are 
differences observed in terms of patterns between two cases but for predictable 
reasons then it verifies the theoretical replication. As such, the external validity of the 
findings can be checked as described in Section 4.3.3.6.1. Consequently, the relative 
importance of OLI factors in explaining the attractiveness of the Australian road, 
bridge and tunnel sector can be identified. 
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2. Understood that all comments and responses were to be treated confidentially 
(Partner Organisations only have access to the data they provided; only 
aggregated results and other reports with de-identified data were available to all 
Partner Organisations and to general publications); 
3. Understood that if they had any additional questions, they could contact the 
research team; 
4. Understood that they were free to withdraw at any time, without comment or 
penalty, and that their participation was voluntary; and 
5. Understood that they could contact the Research Ethics Officer if they had 
concerns about the ethical conduct of the project. 
Moreover, written consent was obtained from participants where it was 
practically possible. The consent form was integrated into an information sheet and 
stapled to the covering letter – forming part of a case study package that was sent to 
the respondent (as shown in Appendix 10). Moreover, participants were told in their 
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information sheet that the return of the completed questionnaire was accepted as their 
consent to participate in the research. 
4.7 SUMMARY 
This chapter provided and justified the research methods conducted to collect data, as 
well as the development of techniques to analyse the data. In doing so, it first 
justified the multiple case study method, and the multiple of data collection 
techniques. Then, step-by-step, it described the overall research method in terms of 
case study design, administration, analysis, and validation. Finally, ethical 
considerations involved in the research were noted.  
The next chapter (Chapter 5) proceeds to analyse the case study data in 
accordance with the approach detailed in Section 4.5. In contrast, Chapter 6 discusses 
the results based on the overall case study analyses and concludes the research 
findings in terms of contributions to theory, research method and practice. 
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Chapter 5: Analysis of Case Studies 
5.1 INTRODUCTION 
Chapter 5 details the analysis of the case studies, including data from some of the 
world’s largest civil contractors from the host country (Australia) and from four 
home countries (Spain, US, Japan and China). This analysis is based on multiple 
sources of evidence, comprising primary data (from a case study questionnaire) and 
secondary data.  
All primary data from the case study questionnaire is used and analysed, with 
the exception of missing data/responses to one question for one of the three tiers of 
host contractors, and a few questions for one of the home countries. In summary, this 
means that only one question was not analysed in the case study questionnaire for 
host or local contractors headquartered in Australia, and more than 95% of the 
questions were analysed for home countries or overseas contractors headquartered 
outside Australia. The very small amount of missing data does not adversely affect 
the results, as the content of the questions with the missing responses/data were 
sufficiently covered elsewhere in the primary and secondary data.  
The techniques used to analyse this primary and secondary data are described 
in the previous Chapter 4. The main objective of this chapter is to assess the extent to 
which the case studies support the theoretical framework and hypotheses given in 
Chapter 3. In doing so, this chapter first analyses seven Australian contractors that 
represent three tiers of host country civil contractors. Subsequently, two top-tier 
multinational civil contractors are analysed as representing each of three of the home 
countries (Spain, US and China), and three top-tier multinational civil contractors are 
analysed as representing Japan. The final section of this chapter then summarises 
these cross-country analyses in order to assess the extent to which multiple case 
studies support or contradict the theoretical framework and hypotheses.  
The unit of analysis to present the case study in this research is a country, and 
involves an analysis of both the host country, Australia, and four home countries. 
The two Tier 1 contractors’ data collected in each of the four home locations is 
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treated as a whole story from that home country's perspective. The analytical process, 
and the presentation of each country-level case study, embraces the same format. 
Each home country case study analysis incorporates three IVs and one DV. 
The IVs are namely: 1. Ownership (Oa and Ot) advantages; 2. Location (Oi and L) 
advantages concerning return and risk dimensions; and 3. Internalisation (I) 
advantage. The DV, FDI into Australian major roads, bridges, and tunnels sector is 
measured in terms of actual FDI (t & t+1) and planned and/or potential FDI (t+1), 
using host market attractiveness as an upstream proxy of this DV. 
Analysis of host country contractors, on the other hand, comprises Ownership 
(Oa and Ot) advantages only, in order to create a reference point or radar map of O 
(Oa and Ot) advantages possessed by three tiers of host contractors. This radar map is 
developed to identify the firm-specific ownership advantages of home Tier 1 MNCs, 
compared with the host contractors in winning complex projects above AUD 50 
million in the road, bridge and tunnel sector in Australia.  
The pattern matching technique is used to analyse the results in terms of IVs 
and DV. The facial symbol  or  is used to assess the match between the IV and 
DV. Lastly, the closeness of the match between the empirical patterns and the 
predicted patters is considered in order to determine the extent to which data supports 
or contradicts the theoretical framework and hypotheses developed in Section 3.3.  
5.2 ANALYSIS OF O ADVANTAGES: CONTRACTORS DOMICILED IN 
AUSTRALIA (HOST COUNTRY) 
5.2.1 Ownership (Oa and Ot) Advantages 
This section analyses data from three tiers of contractors domiciled in Australia. 
More specifically, based on multiple sources of evidence, comprising a case study 
questionnaire (which was administrated by interview) and secondary data, an 
analysis in terms of ownership (Oa and Ot) advantages is given. These Oa and Ot 
advantages represent the firm-specific competitive advantages of domiciled 
Australian contractors in the road, bridge and tunnel sector. As Australia is the host 
country of this study, the location bound factor (L) advantage and internalisation (I) 
advantages are not of concern here. 
As stated in Section 2.2.2.1, with respect to RBT, the term Oa advantages can 
be defined as: 
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the possession of a bundle of scarce, unique and sustainable resources and 
capabilities, which essentially reflect the superior technical efficiency of a 
particular contracting firm relative to those of its competitors in the domestic 
market, as well as in other host markets. Dunning (2000, p. 168-169)  
Alternatively, it can be said that Oa advantage is the possession of assets and 
resources that generate superior rents over one’s rivals, and that Ot advantage is the 
advantage that arises because of a firm’s multinational experiences over a de Novo 
firm (Eden & Dai, 2010, p. 25). In other words, these O advantages are not location 
bound. For example, a firm can exploit them together wherever they desire, usually 
at minimal transfer cost (Dunning, 1980). These advantages are, therefore, more of 
an absolute measure of the firm-specific competitive advantages.  
Based on the above definitions, this section analyses the O (Oa and Ot) 
advantages of all three tiers of host market contractors. 
5.2.1.1 Primary data 
A radar map of all three tiers of host market contractors is shown in Figure 5.1. This 
radar map is based on responses to questions in the case study questionnaire that was 
administrated by interview (and given in Appendix 1). The questions concern 
technical and management attributes in providing services in the Australian market 
from a number of perspectives; namely, logistical perspectives; research investment 
and innovation capabilities; and financial attributes, in terms of the firm’s ability to 
raise finance, as well as its tolerance to financial loss.  
As described in Section 4.3.3.3.6.1, in order to observe the variation of O 
advantages, three tiers of host market contractors are chosen. Tier 1 contractors are 
the top contractors in the NPS list (delivering projects of AUD 150 million plus), 
Tier 2 contractors are low on the NPS list (delivering projects of AUD 150 million 
plus), and Tier 3 contractors are in the NPS list as delivering projects of AUD 50 
million plus. In total, seven contractors across three tiers of host market contractors 
were selected at random for the interviews.  
Based on Section 4.5.2.2, the responses concerning the above factors pertaining 
to O variable obtained from the local case study questionnaire are analysed. An 
average of the responses within each tier of local contractors is taken to represent 
that tier, and is ranked either 6, 4, or 2. That is, ‘6’ equates to the tier that derives the 
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greatest advantage from the item concerned, and ‘2’ equates to the tier that derives 
the least advantage from the item concerned. For each item pertaining to the O 
variable, a set of measurements are then interpolated to represent the remaining 
Points 3 and 5. Finally, Point 7 is a value exceeding Point 6, and Point 1 is a value 
less than Point 2. Thus, a 7-point Likert-like scale is created. On attributes for which 
one of more of the three home tiers had the same score, an estimate was made of the 
remaining points. The developed scales are shown in Table 5.1- Table 5.7 
(inclusive). 
Table 5.1. Scale development for accessibility of key resources: Based on the local case 
study questionnaire*  
QNR # No Accessibility to key 
resources 
Ranges of scale: 
 
1: Severe shortage                                       7: Plentiful supply 
Normalised 
scale Scale (1-7) 1 2 3 4 5 6 7 
 1 Key subcontractors        
Q.3a  Raw scores (avg. of each 
local tier) <3.5 3.5 4 4.5 5.75 7 >7 
  Local tiers’ scale  T3  T2  T1  
 2 Key suppliers        
Q.3b  Raw scores (avg. of each 
local tier) <3.5 3.5 4.25 5 6 7 >7 
  Local tiers scale  T3  T2  T1  
 3 Skilled labour        
Q.3c  Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 4.75 5.5 >5.5 
  Local tiers’ scale  T2  T3  T1  
 4 Unskilled labour        
Q.3d  Raw scores (avg. of each local tier) <4 4 4.5 5 5.5 6 >6 
  Local tiers’ scale    T2  T3, T1  
 5 Key plant & equipment        
Q.3e  Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 5 6 >6 
  Local tiers’ scale  T2  T3  T1  
 6 Key materials        
Q.3f  Raw scores (avg. of each local tier) <3 3 4.25 5.5 6.25 7 >7 
  Local tiers’ scale  T3  T2  T1  
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Ranges of scale: 
 
1: Low                                                                          7: High 
Normalised 
scale Scale (1-7) 1 2 3 4 5 6 7 
 7 R&D        
Q.4  Avg. of each local tier (AUD, thousands) <5 5 252.5 500 2750 5000 >5000 
  Local tiers’ scale   T3   T2   T1   
*Note: See Appendix 1 
Table 5.3. Scale development for procurement service (road & bridge): Based on the 





(Typical contract sum 
in road & bridge 
projects, AUD, mills.) 
Ranges of scale: 
 
 
1: Low                                                                          7: High 
Normalised 
scale Scale (1-7) 1 2 3 4 5 6 7 
 8 Construct Only (CO)        
Q.5  Raw scores (avg. of each local tier) (AUD, mills.) <62.5 62.5 84.4 106.3 428.2 750 >750 
  Local tiers’ scale   T3   T2   T1   
 9 Design & Construct (D&C)        
Q.5  Raw scores (avg. of each local tier) (AUD, mills.) <50 50 131.3 212.5 456.3 700 >700 
  Local tiers’ scale   T3   T2   T1   
 10 
Design, Construct, 





   
Q.5  Raw scores (avg. of each local tier) (AUD, mills.) <50 50 100 150 575 1000 >1000 
  Local tiers’ scale   T3   T2   T1   
 11 Contractor's Finance        
Q.5  Raw scores (avg. of each local tier) (AUD, mills.) <137.5 137.5 331.3 525 762.5 1000 >1000 
  Local tiers’ scale   T3   T2   T1   
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Table 5.4. Scale development for procurement service (tunnel): Based on the local case 





(Upper level contract 
sum in tunnel projects, 
AUD, mills.) 
Ranges of scale: 
 
1: Low                                                                          7: High 
Normalised 
scale Scale (1-7) 1 2 3 4 5 6 7 
 12 Tunnel: T1        
Q.6  Raw scores (avg. of each local tier) (AUD, mills.) <12.5 12.5 162.5 312.5 718.8 1125 >1125 
  Local tiers’ scale   T3   T2   T1   
 13 Tunnel: T2        
Q.6  Raw scores (avg. of each local tier) (AUD, mills.) NA 1 213 425 775 1125 >1125 
  Local tiers’ scale T3     T2   T1   
 14 Tunnel: T3        
Q.6  Raw scores (avg. of each local tier) (AUD, mills.) NA 1 282 563 844 1125 >1125 
  Local tiers’ scale T3, T2         T1   
*Note: See Appendix 1 







Experiences in services 
(No. of years in road & 
bridge projects) 
Ranges of scale: 
 
1: Low                                                                                7: High 
Normalised 
scale 
Scale (1-7) 1 2 3 4 5 6 7 
 15 Construct Only (CO)        
Q.8  Avg. of each local tier 
(yrs.) <5 5 10 15 20 >20 >25 
  Local tiers’ scale      T1,T2,T3  
 16 Design & Construct 
(D&C)        
Q.8  Avg. of each local tier 
(yrs.) <7.5 7.5 11.25 15 17.5 >20 >25 
  Local tiers’ scale  T3  T2  T1  
 17 Design, Construct, 
Operate & Maintain 
(DCOM) 
       
Q.8  Avg. of each local tier 
(yrs.) NA 1.0 4.25 7.5 8.75 10 >10 
  Local tiers’ scale T3   T2  T1  
 18 Contractor's Finance        
Q.8  Avg. of each local tier 
(yrs.) NA 1.0 3.25 5.5 7.50 10 >10 
  Local tiers’ scale T3   T2  T1  
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Managerial & technical 
staff 
Ranges of scale: 
 
1: Low                                                                          7: High 
Normalised 
scale Scale (1-7) 1 2 3 4 5 6 7 
 19 Staff        
Q.9  Avg. Of each group (persons) <200 200 1,113 2,025 3,513 5,000 >5,000 
  Local tiers’ scale   T3   T2   T1   
*Note: See Appendix 1 











scale Scale (1-7) 1 2 3 4 5 6 7 
 20 Raise the level of finance 1: Extremely difficult                                7: Straight forward 
Q.10a  Raw scores (avg. of each local tier) NA 1.0 1.25 1.5 1.75 2 >2 
  Local tiers’ scale   T3   T2  T1   
 21 Loss of this financial amount 1: Negative impact                                   7: Negligible impact 
Q.10.b  Raw scores (avg. of each local tier) (impact) NA 1.0 1.25 1.5 1.75 2 >2 
  Local tiers’ scale   T3   T2   T1   
 22 Annual turnover 1: Low                                                                          7: High 
Q.12  Avg. of each local tier (AUD, mills.) <275 275 594 912.5 1,206 1,500 >1500 
  Local tiers’ scale   T3   T2   T1   
*Note: See Appendix 1 
Having developed the scale for each item pertaining to the O variable, the radar 
map of three-tier contractors is developed. The radar map of Tier 1 host market 
contractors (as shown in Figure 5.1) indicates that the Tier 1 host market contractors 
have competitive advantages across all attributes, relative to the other two tiers of 
contractors. 
 Chapter 5: Analysis of Case Studies 
 164 
 
Figure 5.1. Radar map of O advantages: local case study contractors 
Legend: ‘CO’ represents procurement type ‘Construct Only’; ‘D&C’ represents procurement type 
‘Design & Construct; ‘DCO&M’ represents procurement type ‘Design, Construct, Operate & 
Maintain’; and ‘CF’ represents procurement type ‘Contractor’s Finance’. 
Table 5.8 and Figure 5.1 confirm that all of these factors are widely spread 
among all Tier 1 host market contractors. With respect to Tier 2 contractors, Figure 
5.1 shows that the two Tier 2 host market contractors have moderate level of Oa and 
Ot advantages. The map again shows that Tier 2 contractors do not provide service in 
the construction of Tunnel 3 (immersed tube tunnel). Table 5.9 suggests that more or 
less all of Tier 2 contractors possess similar advantages on all Oa and Ot attributes, as 
shown in the Tier 2 radar map of host market contractors.  
Table 5.8. O advantages possessed by all host market rivals of Tier 1 host market 
contractors*  
O advantages possessed by all domestic rivals Uniqueness Costly to imitate 
Accessibility to key resources Extremely low (1) Extremely low (1) 
Research and development investment Very low  (2) Very low (2) 
Finance/bidding tolerance Very low (2) Very low (2) 
Road: Profile of service/procurement categories Very low (2) Very low (2) 
Tunnel: Profile of service/procurement categories  Low (3) Low (3) 
Experience in service/procurement categories Low (3) Low (3) 
Turnover Moderate (4) Moderate (4) 
Legend: Uniqueness scale 1 to 7, where 1 represents extremely low, and 7 represents extremely high; 
Costly to imitate scale 1 to 7, where 1 represents extremely straightforward, and 7 represents 
extremely costly 






























Tier 1: Host market Contractors
Tier 2: Host market Contractors
Tier 3: Host market Contractors
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Table 5.9. O advantages possessed by all host market rivals of Tier 2 host market 
contractors*  
O advantages possessed by all domestic rivals Uniqueness Costly to imitate 
Accessibility to key resources Moderate (4) Moderate (4) 
Research and development investment Moderate (4) Moderate (4) 
Finance/bidding tolerance Very low (2) Very low (2) 
Road: Profile of service/procurement categories Low (3) Low (3) 
Tunnel: Profile of service/procurement categories  Low (3) Low (3) 
Experience in service/procurement categories Low (3) Low (3) 
Turnover Low (3) Low (3) 
Legend: Uniqueness scale 1 to 7, where 1 represents extremely low, and 7 represents extremely high; 
Costly to imitate scale 1 to 7, where 1 represents extremely straightforward, and 7 represents 
extremely costly to imitate 
*Note: Q. 14 of the case study questionnaire, as shown in Appendix 1   
Moreover, Figure 5.1 shows the radar map of the two Tier 3 host market 
contractors, and indicates the fewest Oa and Ot advantages across all attributes, with 
the exception of high experience in Construction-only procurement, access to 
resources in terms of plant and equipment, and unskilled and skilled labour. 
However, this experience and accessibility to resources are not common, and are 
expensive to imitate by other host market Tier 3 contractors, as shown in Table 5.10. 
Table 5.10 also indicates that other attributes are common to all Tier 3 contractors.   
Table 5.10. O advantages possessed by all host market rivals of Tier 3 host market 
contractors*   
O advantages possessed by all domestic rivals Uniqueness Costly to imitate 
Accessibility to key resources High (5) High (5) 
Research and development investment Extremely low (1) Extremely low (1) 
Finance/bidding tolerance Very low (2) Very low (2) 
Road: Profile of service/procurement categories Extremely low (1) Extremely low (1) 
Tunnel: Profile of service/procurement categories  Extremely low (1) Extremely low (1) 
Experience in service/procurement categories High (5) High (5) 
Turnover Very low (2) Very low (2) 
Legend: Uniqueness scale 1 to 7, where 1 represents uniqueness as extremely low, and 7 represents 
uniqueness as extremely high; Costly to imitate scale 1 to 7, where 1 represents extremely 
straightforward to imitate, and 7 represents extremely costly to imitate 
*Note: Q.14 of the case study questionnaire, as shown in Appendix 1   
The radar map of three tiers of host market contractors is again redeveloped by 
taking the average value of items under each of the key factors, as shown in Figure 
5.2. In terms of the factor accessibility to key resources, Figure 5.2 shows that Tier 2 
and Tier 3 contractors achieve the same score and that, overall, these key resources 
are accessible to all contractors in Australia. In summary, Figure 5.2 shows three 
reference maps of host market contractors.  
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Figure 5.2. Radar map of O (average) advantages: Host market contractors 
5.2.1.2 Secondary data  
This section reviews secondary data in order to assess how much this data supports 
the primary data concerning firm-specific O advantages of all tiers of host market 
contractors.  
First, FSAs of NPS-listed local contractors are analysed based on secondary 
data. While the details of this secondary data are given in Appendix 6, the aggregated 
summary is briefly presented in Table 5.11. Table 5.11 indicates that Tier 1 host 
market contractors have competitive advantages across all attributes over other tiers 
of contractors in winning complex road, bridge and tunnel projects. In contrast, 
secondary data (in Table 5.11) shows moderate advantages possessed by Tier 2 host 
market contractors in the Australian sector. Moreover, Table 5.11 shows poor 
advantages for Tier 3 contractors in terms of winning complex road, bridge and 
tunnel projects. More specifically, in terms of tunnel construction, there is a lack of 
experience among Tier 3 contractors. However, some of these contractors own a 
modern fleet of plant and equipment. Therefore, secondary data verifies the primary 
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Table 5.11. O (average) advantages of local contractors: Secondary data review  
Key  
perspectives 
Tier 1 local contractors Tier 2 local contractors Tier 3 local contractors 
Accessibility to 
key resources 
• Own plant, fleet, and 
equipment 
 
• Not all, but some, own 
asphalt plants and 
emulsion plants 
• With access to over 
200 items of plant, 
competent resources 




• Investment in research 




• Innovative tunnelling 
technology 
• Not all, but some, 





• Highly skilled and 
experienced in 
delivering and 
financing a major toll 
road 
• NA • NA 
Road: Profile of 
service/procure
ment categories 
• Technically complex 
and demanding 
projects  
• Have successfully 
undertaken a range of 
major road, highway, 







ment categories  
• Employ a large cross 
section of seasoned 
professionals 




construction, and work 
with some of the most 
sophisticated tunnelling 
equipment in the world 




• >30 years • 20 years • 10 to 20 years 












• >1000 • <1000 
Source: Websites of the contractors (Detailed sources are given in Appendix 6) 
The secondary data are also assessed to determine the CSAs of Australia. Table 
5.12 summarises the analysis results based on Porter’s diamond model (refer to 
Section 4.5.2.3). The detailed calculations of CSAs are given in Appendix 7.  
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Table 5.12. Country-specific O advantages of Australia 
Competitive advantage Australia Sources 
1. Factor condition 
• Average labour force participation in 
construction service (% of total labour force) 
• R&D expenditures (% of GDP) 
• Financial market development 
• Literacy rate 
• Labour market efficiency 
• Goods’ market efficiency 




• 2.21 %  
• 5.4 (out of 7) 
• 99%  
• 4.6 (out of 7) 
• 4.9 (out of 7) 










2. Demand condition 
• Market size  
• Construction industry value (% of GDP) 
• Business sophistication 
• GDP per capita (USD current PPPs) 
• Innovation 
Overall (75.9%) 
• 5.1 (out of 7) 
• 6.8% 
• 4.9 (out of 7) 
• 39,873.5  







3. Related & supporting industry 
• Producer Price Indices (PPI): manufacturing 
(Average annual growth %) 
• Industrial production growth rate (%) 
• Quality of  overall infrastructure  
• Local supplier quantity 
• Local supplier quality 
Overall (67.9%) 
• 1.6%  
 
• 3.5 %  
• 5.7 (out of 7) 
• 4.9 (out of 7) 
• 5.5 (out of 7) 
Appendix 12 







4. Strategy, structure & rivalry 
• General labour cost per hour including 
overheads (construction) 
• Intensity of local competition 
Overall (86.9%) 
• 40 USD 
 
• 5.9 (out of 7) 
Appendix 12 




Table 5.12 indicates that Australia scores highly in terms of the factor 
condition (92.3%); strategy, structure, & rivalry condition (86.9%); and demand 
condition (75.9%). However, in terms of the related and supporting industry 
condition, it scores moderately (67.9%). Overall, Table 5.12 indicates that the 
national competitiveness of Australia is high. More specifically, these competitive 
country-specific advantages are due to R&D investment, financial market 
development, technological readiness, overall market size, business sophistication, 
GDP per capita, quantity and quality of local supplier, labour cost and, lastly, 
intensity of local competition. These advantages further influence the host market 
contractors to be more competitive in the road, bridge and tunnel sector in Australia. 
5.2.2 Summary 
In summary, the developed radar map (Figure 5.1) of O (Oa and Ot) advantages of 
three tiers of host market contractors is essential in order to compare the top Tier 1 
home contractors’ competitive O (Oa and Ot) advantages relative to host market 
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contractors in winning complex road and bridge projects over AUD 50 million in 
Australia.  
5.3 SPAIN CASE STUDY (OR1A; AND OR1B): HOME COUNTRY 
OUTSIDE AUSTRALIA’S REGION 
5.3.1 Introduction 
This section analyses multiple sources of primary and secondary data on all factors to 
test the effect of OLI factors (IVs) on the attractiveness of the Australian road, bridge 
and tunnel sector (as an upstream proxy of FDI) to Spanish MNCs, and on their 
actual FDI into this host market. The source of primary data is the case study 
questionnaire administrated by interview to Tier 1 MNCs in Spain. In contrast, many 
sources, and a number of key analytical techniques, are used to generate secondary 
data that is mainly at an industry and country level of analysis. 
5.3.2 Ownership (Oa and Ot) Advantages  
5.3.2.1 Primary data 
This section measures and analyses Oa and Ot advantages of Spanish MNCs vis-à-vis 
the host market by using primary data from two Tier 1 Spanish MNCs, relative to the 
same factors measured in the three tiers of host market contractors. The O 
advantages of Tier 1 Spanish MNCs are analysed based on the questions concerning 
technical and management attributes in providing services in the Australian road, 
bridge and tunnel sector. The analysis is undertaken from a number of perspectives, 
comprising: logistical perspectives; research investment and innovation capabilities; 
and financial attributes, such as the firm’s ability to raise finance as well as its 
tolerance to financial loss. (The detailed case study questionnaire (Part 1 and Part 2) 
is given in Appendix 3.1 and Appendix 3.2.). The actual value or average response 
representing the two Tier 1 Spanish MNCs for each factor is recorded on each 
respective 7-point scale. For each item pertaining to the O variable, an average of the 
responses obtained from the two Tier 1 Spanish MNCs are placed on the scale (range 
1 to 7) developed from local case studies, in accordance with the guidelines given in 
Section 4.5.3.1.1.  
Table 5.13, Table 5.14, Table 5.15, Table 5.16, Table 5.17, Table 5.18 and 
Table 5.19 show these analysed scores and the normalised scores for Spanish MNCs 
on each item pertaining to the key factors, based on the developed local contractors’ 
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scale. For example, based on the rules set out in Section 4.5.3.1.1 (refer to Scenario 
1), the average score obtained from two Tier 1 Spanish MNCs for the item 
availability of key subcontractors in delivering projects in the Australian focal sector 
is 6.5. This score is then placed on the developed local tiers’ scale (refer to the 3rd 
row of Table 5.13); in this way, the obtained normalised score is 6 (refer to the 1st 
row of Table 5.13). Based on these normalised scores across all items pertaining to 
the O factor (Table 5.13 to Table 5.19), a radar map of O (Oa and Ot) advantages of 
Spanish MNCs is plotted on a 1 to 7 scale.  
Table 5.13. Scale development for accessibility of key resources: Based on Spanish case 
study*  
No Accessibility to key resources Ranges of scale: 
1: Severe shortage                                       7: Plentiful supply 
Normalised score 1 2 3 4 5 6 7 
1 Key subcontractors        
 Raw scores (avg. of each local 
tier) <3.5 3.5 4 4.5 5.75 7 >7 
 Local tiers’ scale  T3  T2  T1  
 Spanish MNCs’ score (avg.)      6.5  
2 Key suppliers        
 Raw scores (avg. of each local 
tier) <3.5 3.5 4.25 5 6 7 >7 
 Local tiers’ scale  T3  T2  T1  
 Spanish MNCs’ score      6.5  
3 Skilled labour        
 Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 4.75 5.5 >5.5 
 Local tiers’ scale  T2  T3  T1  
 Spanish MNCs’ score (avg.)      5.5  
4 Unskilled labour        
 Raw scores (avg. of each local tier) <4 4 4.5 5 5.5 6 >6 
 Local tiers’ scale    T2  T3, T1  
 Spanish MNCs’ score (See Section 4.5.3.1.1)    5    
5 Key plant & equipment        
 Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 5 6 >6 
 Local tiers’ scale  T2  T3  T1  
 Spanish MNCs’ score (avg.)      6  
6 Key materials        
 Raw scores (avg. of each local tier) <3 3 4.25 5.5 6.25 7 >7 
 Local tiers’ scale  T3  T2  T1  
 Spanish MNCs’ score (avg.)     6.5   
*Note: Refer to Q.3 & Q.4 in Appendix 3.1 
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Research & development Ranges of scale: 
 
1: Low                                                                          7: High 
Normalised score 1 2 3 4 5 6 7 
7 R&D        
 Avg. of each local tier (AUD, thousands) <5 5 252.5 500 2750 5000 >5000 
 Local tiers’ scale   T3   T2   T1   
 Spanish MNCs’ score (avg.)       100,000 
*Note: Refer to Q.5 in Appendix 3.1 
Table 5.15. Scale development for procurement service (road & bridge): Based on 




Procurement services (Typical 
contract sum in Road & 
Bridge projects, AUD, mills.) 
Ranges of scale: 
 
1: Low                                                                          7: High 
Normalised score 1 2 3 4 5 6 7 
8 Construct Only (CO)        
 Raw scores (avg. of each local tier) (AUD, mills.) <62.5 62.5 84.4 106.3 428.2 750 >750 
 Local tiers’ scale   T3   T2   T1   
 Spanish MNCs’ score (avg.)  56.25      
9 Design & Construct (D&C)        
 Raw scores (avg. of each local tier) (AUD, mills.) <50 50 131.3 212.5 456.3 700 >700 
 Local tiers’ scale   T3   T2   T1   
 Spanish MNCs’ score (avg.)      539.4  
10 Design, Construct, Operate & Maintain (DCO&M)        
 Raw scores (avg. of each local tier) (AUD, mills.) <50 50 100 150 575 1000 >1000 
 Local tiers’ scale   T3   T2   T1   
 Spanish MNCs’ score (avg.)     302.5   
11 Contractor's Finance        
 Raw scores (avg. of each local tier) (AUD, mills.) 
<137.
5 137.5 331.3 525 762.5 1000 >1000 
 Local tiers’ scale   T3   T2   T1   
 Spanish MNCs’ score (avg.)    452.5    
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Procurement services (Upper 
level contract sum in tunnel 
projects, AUD, mills) 
Ranges of scale: 
 
1: Low                                                                          7: High 
Normalised score 1 2 3 4 5 6 7 
12 Tunnel: T1        
 Raw scores (avg. of each local tier) (AUD, mills.) <12.5 12.5 162.5 312.5 718.8 1125 >1125 
 Local tiers’ scale   T3   T2   T1   
 Spanish MNCs’ score (avg.)      962.25  
13 Tunnel: T2        
 Raw scores (avg. of each local tier) (AUD, mills.) NA 1 213 425 775 1125 >1125 
 Local tiers’ scale T3     T2   T1   
 Spanish MNCs’ score (avg.)      1099.4  
14 Tunnel: T3        
 Raw scores (avg. of each local tier) (AUD, mills.) NA 1 282 563 844 1125 >1125 
 Local tiers’ scale T3, T2         T1   
 Spanish MNCs’ score (avg.)      987.5  
*Note: Refer to Q.4 & Q.5 in Appendix 3.2 




Experiences in services 
(No. of years in road & 
bridge projects) 
Ranges of scale: 
 
1: Low                                                                                          7: High 
Normalised score 1 2 3 4 5 6 7 
15 Construct Only (CO)        
 Avg. of each local tier (yrs.) <5 5 10 15 20 >20 >25 
 Local tiers’ scale      
T1,T2,
T3  
 Spanish MNCs’ score (avg.)      >20  
16 Design & Construct (D&C)        
 Avg. of each local tier (yrs.) <7.5 7.5 11.25 15 17.5 >20 >25 
 Local tiers’ scale  T3  T2  T1   
 Spanish MNCs’ score (avg.)      >20  
17 Design, Construct, Operate & Maintain (DCO&M)        
 Avg. of each local tier (yrs.) NA 1.0 4.25 7.5 8.75 10 >10 
 Local tiers’ scale T3     T2   T1  
 Spanish MNCs’ score (avg.)        15 
18 Contractor's Finance        
 Avg. of each local tier (yrs.) NA 1.0 3.25 5.5 7.50 10 >10 
 Local tiers’ scale T3     T2   T1   
 Spanish MNCs’ score (avg.)      10  
*Note: Refer to Q.6 in Appendix 3.2 




Managerial & technical 
staff 
Ranges of scale: 
1: Low                                                                                            7: High 
Normalised score 1 2 3 4 5 6 7 
19 Staff        
 Avg. of each group (persons) <200 200 1,113 2,025 3,513 5,000 >5,000 
 Local tiers’ scale   T3   T2   T1   
 Spanish MNCs’ score (avg.)       5,375 
*Note: Refer to Q.7 in Appendix 3.2 
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Financial capability (AUD, 
mills.) 
Ranges of scale: 
 
Normalised score 1 2 3 4 5 6 7 
20 Raise the level of finance 1: Extremely difficult                                           7: Straight forward 
 Raw scores (avg. of each local tier) NA 1.0 1.25 1.5 1.75 2 >2 
 Local tiers’ scale   T3   T2  T1   
 Spanish MNCs’ score (avg.)       6 
21 Loss of this financial amount 1: Negative impact                                               7: Negligible impact 
 Raw scores (avg. of each local tier) (impact) NA 1.0 1.25 1.5 1.75 2 >2 
 Local tiers’ scale   T3   T2   T1   
 Spanish MNCs’ score (avg.)       6 
22 Annual turnover 1: Low                                                                                          7: High 
 Avg. of each local tier (AUD, mills) <275 275 594 912.5 1,206 1,500 >1500 
 Local tiers’ scale   T3   T2   T1   
 Spanish MNCs’ score (avg.)    970    
*Note: Refer to Q.6 in Appendix 3.1, & Q.8 in Appendix 3.2 
 
 
Legend: ‘CO’ represents procurement type ‘Construct Only’; ‘D&C’ represents procurement type 
‘Design & Construct; ‘DCO&M’ represents procurement type ‘Design, Construct, Operate & 
Maintain’; and ‘CF’ represents procurement type ‘Contractor’s Finance’. 
As stated earlier, based on these developed scales, a radar map of competitive 
FSAs of the two Tier 1 Spanish MNCs relative to the three tiers of host market 




































Tier 1: Host market Contractors
Tier 2: Host market Contractors
Tier 3: Host market Contractors
Figure 5.3. Radar map of O advantage: Spanish vs. Australian contractors in Australian 
market  
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represents the potential sources of competitive advantages of Tier 1 Spanish MNCs 
in delivering a project in the Australian market related to road construction, 
reconstruction and widening, and bridge and tunnel construction over AUD 50 
million. The radar map indicates that the average score of the two Tier 1 Spanish 
MNCs is higher, or equal to, at least one of the host market tiers of contractors across 
all items pertaining to the O factor. This also indicates that Spanish Tier 1 MNCs are 
capable of being competitive with all local contractors on projects greater than AUD 
50 million. Furthermore, the radar map indicates superior capabilities of the two Tier 
1 Spanish MNCs in the following items: 
• Skilled labour; 
• Plant and equipment; 
• Research investment; 
• Experience in the procurement type of Design, Construction, Operation & 
Maintain; 
• Highly skilled management and technical expertise; 
• Raising finance, and financial loss tolerance. 
The statements of the two Tier 1 Spanish MNCs during interviews are quoted 
in Table 5.20. Figure 5.3 further supports these statements.  
Table 5.20: Oa and Ot advantages: quotations from interviews with two Tier 1 Spanish 
MNCs*  
MNC Quotations 
OR1A • Tunneling experiences: “We see our competitive advantage as technical expertise in particular 
tunneling experience, railways and ports and PPP projects.  Our talented experts are loyal 
which helps us retain corporate knowledge and they are flexibly deployed to 
locations/projects that need them.  We have a lot of experience in Spain in tunneling.  We can 
transfer these skills elsewhere.  Our skilled labours include Engineers and other professionals 
and key suppliers include financiers and transport technical support.” 
• Research and development: “We have a dedicated R&D facility and business that we are 
attempting to commercialise. R&D doesn’t always bring immediate advantages but we seek 
to team with universities interested in similar projects and look to the long term.  For PPPs we 
believe there are benefits as some of the innovations we can obtain a return on investment of 
7-10 years which benefits PPPs where concessions are 20-30years.” 
 
OR1B • Tunneling experiences: “The strength, depth and breadth of our tunneling experience and 
concession businesses, while comparable amongst Spanish Contractors are not shared by 
many Contractors globally. Most of our competitors in Spain have similar attributes.” 
• Research and development: “Focus of R&D on railways, bridges, roads. Is obtained in real 
world through adding value to projects.  Includes designing with new materials.” 
 
*Note: Q.5b and Q.11 in Part 1 of the case study questionnaire, as shown in Appendix 3.1 
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Furthermore, the case study questionnaire concerning the rarity and imitability 
of these attributes by their domestic rival contractors (as shown in Table 5.21) 
indicates that all of the attributes are not unique to the two Tier 1 Spanish MNC, but 
are shown to be widely spread among their rival firms in Spain. In turn, this indicates 
that Tier 1 Spanish MNCs are capable of being more competitive relative to host 
market contractors, especially in larger and/or more complex projects involving some 
private finance.  
Table 5.21. O advantages possessed by all Tier 1 Spanish MNCs*  
O advantages possessed by all domestic rivals Uniqueness Costly to imitate 
Accessibility to key resources Very low  (2) Very low  (2) 
Research and development investment Moderate (4) Moderate (4) 
Finance/bidding tolerance Very low  (2) Very low  (2) 
Road: Profile of service/procurement categories Very low  (2) Very low  (2) 
Tunnel: Profile of service/procurement categories  Very low  (2) Very low  (2) 
Experience in service/procurement categories Extremely low (1) Extremely low (1) 
Turnover Very low  (2) Very low  (2) 
*Note: Q.9 in Part 1 of the case study questionnaire, as shown in Appendix 3.1 
Legend: Uniqueness scale 1 to 7, where 1 represents extremely low uniqueness, and 7 represents 
extremely high uniqueness; Costly to imitate scale 1 to 7, where 1 represents extremely 
straightforward imitability, and 7 represents extremely costly imitability 
 
Figure 5.4. Radar map of O advantage based on key factors: Spanish vs. Australian 
contractors 
By taking the average value of the responses concerning Oa and Ot advantages 
under each of the key factors, a radar map of O advantages is again developed, as 
shown in Figure 5.4. This map shows that Spanish MNCs are capable of winning 



















Tier 1: Host market Contractors
Tier 2: Host market Contractors
Tier 3: Host market Contractors
Spainish Contractors
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1 Spanish MNCs have competitive parity with at least one of the three tiers of local 
contractors on all Oa and Ot measured, and a competitive advantage over all three 
tiers of host contractors on at least some of the Oa and Ot attributes relating to project 
size and complexity. 
5.3.2.2 Secondary data  
This section reviews secondary data to measure and analyse Oa and Ot advantages of 
all Tier 1 Spanish contracting firms, and the Spanish construction industry, vis-à-vis 
the host market to assess how much this secondary data corroborates the primary 
data. Moreover, it links the Spanish firm-specific O advantages with its home CSAs. 
Dunning (2008b) recognises that these FSAs are mainly derived from the home 
CSAs, which are, in turn, contingent on the home country’s factor endowments, 
institutions, and government policies. Therefore, the focus of this section is on the 
firm-specific and country-specific ownership advantages of Spanish contractors. 
Table 5.22 illustrates the Spanish contractors firm-specific O (Oa and Ot) advantages 
based on the secondary data.  
The secondary data summarised in Table 5.22 supports the primary findings, as 
shown in the radar map (Figure 5.3). That is, Tier 1 Spanish MNCs are highly 
capable in dealing with technically complex projects, and highly capable in financing 
these projects. Moreover, secondary data also confirms that their years of experience 
in toll road concessions, places six Spanish firms among the top ten transportation 
concession businesses in the world (Marca España, 2012). Besides financial and 
technical skills, Tier 1 Spanish MNCs possess a high level of management 
capabilities that help them to target the international market, even in a risky 
environment. Again, this corroborates the primary findings and indicates that Tier 1 
Spanish MNCs have a high level of skilled expertise. Furthermore, in terms of 
research and development capacity, the secondary data supports the primary results 
in terms of the adoption of innovative technologies as one of their main business 
strategies to become competitive in the international market. In addition, secondary 
data suggests that, these O advantages are mobile to any place in the world.  
 
 
 Chapter 5: Analysis of Case Studies 
 177 
Table 5.22. Firm-specific O (Oa and Ot) advantages of Spanish MNCs: Secondary data 




• “One of the 10 largest concrete cable-stayed bridges in the world, the Wroclaw Bridge in Poland, was 
built by the Spanish company ACCIONA. Likewise, one of the longest steel-cable suspension bridges in 




• “Acciona said its ability to bring in international banks to help finance projects and its willingness to 
take risk at every stage of a public-private partnership construction, development, financing and 
operation helped it compete with local companies.” (Source: Wiggins, 2010, p.40) 
• “The largest administrator of transport infrastructures by investment (72 billion dollars) according to the 
2012 ranking by Public Works Financing is a Spanish company (FERROVIAL).” (Source: Spain's 
positioning leadership key factors, 2012) 
• “As it takes years, if not decades, to recoup the investment and begin seeing a significant return, the fact 
that Spanish companies are already seeing the maturation of some of the original investment places 
them in a strong financial position.” (Source: Graber, 2006, s.4) 
• “Spanish firms are innovators in the field of public-works finance and management, where six of the 




• “The largest concessionaire of motorways in the world in Spanish. It manages more than 7,500 km of 
motorway around the world, as the clear leader in Latin America, especially Brazil where they manage 
3,227 km of motorway and Chile where they are the undisputed leaders. (ABERTIS).” (Source: Marca 
España, 2013) 
• "Spanish contractors know the [toll road] business quite well. They've been at it for a long time." 
(Source: Reina, 2007, p. 25)  
• “In Spain, we have concessions running for over 30 years,” says Development Director of Sacyr. 
(Source: Reina 2007, p. 31) 
• “Due to the history of road development in Spain and the strength and experience of Spanish 
companies, these companies have assumed the lead in the global market for infrastructure concessions.” 
(Source:  Spain: Leader in infrastructure development, 2009) 
• “Set up in 1998, Cintra acquired Ferrovial's shares in five toll roads in Spain and Chile, plus other assets 
and resources. It now manages 23 toll highways in Spain, Portugal, Ireland, Greece, Chile, Canada and 
the U.S. totalling more than 2,800 km.” (Source: Reina 2007, p. 25) 
• “Spanish companies with their strong standing at the head of this international market and their 
extensive knowledge of the entire field, hope to continue to take the leading role in constructing and 
operating infrastructure concessions around the world.” (Source: Graber, 2006, s.8) 
• “The top 4 companies in the world ranking of infrastructure concessionaires are Spanish. (ACS, FCC, 
ABERTIS Y FERROVIAL).” (Source: Marca España, 2013) 
Management 
capability 
• Spanish firms “have demonstrated a higher international profile,” says Ken Reid, an executive board 
member of Germany's Bilfinger Berger A.G., Mannheim (Source: Reina 2007, p. 25) 
• “Spanish contractors appear to have, in terms of management of infrastructure…a very sound and long-
term approach,” says Ian Tyler, chief executive of Balfour Beatty Group., London. (Source: Reina 2007, 
p. 25) 
• “Infrastructure has a long life cycle and you have to have the ability not only to finance…but also to 
manage it,” said by Toni Brunet, corporate communications director of Abertis Infraestructuras S.A. 
(Source: Reina 2007, p. 27) 
Research and 
innovation 
• “The Spanish company SICE has been able to take advantage of its long experience in the field and 
extensive knowledge of toll-road technology and present complete packages to interested companies. 
Grupo ACS used the gantry technology integrated by SICE in the first free-flow toll road in South 
Africa. Telvent, another Spanish company, spends a significant portion of its revenue on R&D.” 
(Source: Graber, 2006, s.7) 
•  “The ACS's strategy of targeting international "infrastructure concessions and construction projects 
requiring a high degree of specialization," according to a company official. Such as the biggest involves 
the first-time use of hard-rock tunnel-boring machines on New York City's Second Avenue subway 
project.” (Source: Reina 2007, p. 26) 
• “ACCIONA Infrastructure, the first Spanish construction company to use composites to build bridges 
and footbridges. ACCIONA works with inorganic materials and polymers to enhance construction 
materials both scientifically and technologically.” (Marca España, 2013) 
Resource 
mobility  
• “The early years of concessions and the strength of Spanish construction market left the companies with 
a great deal of capital and decade of experiences in building and operating toll roads. This has placed 
them in a strong position to take a leading international role as the market grows in Spain and around 
the world.” (Source: Graber, 2006, s.2) 
• “The knowledge, skills and financial experiences are easily transferable when foreign market open up 
tenders for concessions.” (Source: Graber, 2006, s.4) 
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With regard to Spain’s country-specific advantages, Porter’s diamond model is 
next used, and the analysis of the results is given Table 5.23. Table 5.23 shows that 
in terms of GDP, the value of the Spanish construction industry is 11.4% (2011) – 
the highest in the world – and that almost 71.8% of the labour force in Spain are 
construction workers (2012). Both of these values explain why the Spanish 
construction industry is the world’s largest and oldest industry. Therefore, a strong 
domestic construction industry, better quality of infrastructure, local suppliers in 
terms of quality and quantity, as well as a relatively cheap labour force create the 
CSAs of Spain, which, in turn, help Spanish MNCs to build their FSAs.  
Table 5.23. Country related O advantages: Spain vs. Australia 
Competitive advantage Spain  
(out of 100) 
Australia 
 (out of 100) 
Sources 
1. Factor condition 
• Average labour force participation 
in construction service (% of total 
labour force) 
• R&D expenditures (% of GDP) 
• Financial market development 
• Literacy rate 
• Labour market efficiency 
• Goods’ market efficiency 
• Technological readiness 
 
• 71.8%   
 
 
• 1.38%  
• 3.9 (out of 7) 
• 97.6 % 
• 4.9 (out of 7) 
• 4.4 (out of 7) 





• 2.21 %  
• 5.4 (out of 7) 
• 99%  
• 4.6 (out of 7) 
• 4.9 (out of 7) 











2. Demand condition 
• Market size  
• Construction industry value (% of 
GDP) 
• Business sophistication 




• 5.5 (out of 7) 
•  
• 11.4% 
• 4.4 (out of 7) 
• 32,499  
 
• 3.8 (out of 7) 
 
• 5.1 (out of 7) 
•  
• 6.8% 
• 4.9 (out of 7) 
• 39,873.5  
 









3. Related & supporting industry 
• Producer Price Indices (PPI): 
manufacturing (Average annual 
growth %) 
• Industrial production growth rate 
(%) 
• Quality of  overall infrastructure  
• Local supplier quantity 







• 5.8 (out of 7) 
• 5.4 (out of 7) 
• 5.2 (out of 7) 
 
• 1.6%  
 
 
• 3.5 %  
 
• 5.7 (out of 7) 
• 4.9 (out of 7) 











4. Strategy, structure & rivalry 
• General labour cost per hour 
including overheads (construction) 
• Intensity of local competition 
 
• 25 USD 
 
• 5.5 (out of 7) 
 
• 40 USD 
 







Figure 5.5 provides an aggregated score for each of the four conditions of 
Porter’s dimond model of country-specific O advatages between Spain and Australia. 
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The detailed calcultaions are shown in Appendix 7. Figure 5.5 shows that Spain 
scores moderatley in terms of the related and supporting industry condition, and the 
strategey, structure and rivalry condition. In terms of the strategey, structure and 
rivalry condition, there is a moderate gap (17.55%) between Spain and Australia, as 
shown in Figure 5.5. This is due to the relatively cheap labour rate in Spain 
compared with Australia. In terms of other conditions, Figure 5.5 shows very similar 
scores between the countries. Overall, Spain has CSAs which supports Spanish 
MNCs to become competitive in the international construction market.  
 
Figure 5.5. Porter’s diamond model: Spain vs. Australia 
Thus, secondary sources of information strongly corroborate the primary data 
findings and indicate that Tier 1 Spanish MNCs have sufficient ownership 
advantages in terms of technical, mangerial and financial capabilties to win bids for 
complex projects in the selected road, bridge and tunnel sector in Australia.  
5.3.2.3 Summary of analysis of primary and secondary data 
In summary, the symbol  (refer to Equation 4.1) is assigned to Spanish Tier 1 
MNCs to represent competitive parity between them and at least one of the three tiers 
of host contractors on all Oa and Ot items measured. It also represents their 
competitive advantage over all three tiers of host contractors on at least some of the 












Strategy, structure & rivalry
Spain
Australia
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5.3.3 Institutional Ownership (Oi) Advantages and Location (L) Advantages 
5.3.3.1 Overview 
Dunning and Lundan (2008a) explain institutional Ownership (Oi) advantages as:  
A galaxy of internally generated and externally imposed incentives, 
regulations and norms, each of which may affect all areas of managerial 
decision-taking, the attitudes and behaviour of the firm’s stakeholders and of 
how each of these relates to the goals and inspirationation of other economic 
and political actors in the wealth creating process.(p. 182)  
In other words, Oi advantages represent an imprint of the institutional 
environment (L attributes) of the home country (Cantwell, Dunning & Lundan, 
2010). From this definition, it is clear that Oi attributes are determined in the context 
of their level of congurence, or match, with the host market’s institutional 
environment (L attributes). That is,  MNCs can only have Oi advantages in favoured 
host locations  if, and only if, the firm’s internal values, perceptions and behavioural 
patterns match the values, perceptions and behavioural patterns, as well as the overall 
institutional environment (L attributes) of the host country; for example, the match 
between the institutional environment of host and home countries in terms of quality, 
environment, and health and safety management requirements. Therefore, in contrast 
to the previous discussion of O (Oa and Ot) advantages, this section addresses 
attributes that arise out of reconciling the home and host market. In other words, it is 
the level of congruence or distance between home MNC and location or host country 
that determines the home MNC’s institutional factors (Oi advantages) and, at the 
same time, its location advantages. These distances can be measured in terms of 
differences in cultural distance, administrative distance, environmental and quality 
management systemss, and workplace divesity policies between the host and home 
countries (Ghemawat, 2001). 
As described in Section 3.3.3, L advantages might not be available to all firms 
at similar costs. If the analysis of L advantages concerning return and risk 
dimensions, indicates that the return available in the host market is greater than the 
perceived risk, the firm might have Oi advantages and location advantages vis-à-vis 
the host market. In the case of multinational contracting, the prospective MNC 
(market seeker) searches favourable locations in which it can earn sufficient returns 
or profits over its set-up costs. The prospect of returns includes expectations of 
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winning contracts, margins, and a future pipeline of projects which outweigh, or at 
least pay back, the investment costs of set-up, so that the firm is ready to bid for new 
projects on completion of a current project.  
In total, this is also an expression of how much the home MNC believes it can 
shape the host market to its advantage once it has become fully established in a 
period of (say) a few years, or at least (t+1). Consequently, the level of attractiveness 
of the new MNC to the host market might not be sufficiently revealed in the period 
(t) to enable it to become established in that market. In other words, initial entry 
modes in periods of a few rears (t) could be very tentative and, if maintained, would 
be unlikely to deliver the level of control and return necessary to pay back on the 
investment costs or set-up costs. Therefore, the assessment of Oi advantages and L 
advantages is a more accurate determination of the MNC’s perceptions of the 
attractiveness of the host market, and is also more consistent with its longer term 
plans vis-à-vis that market. 
This section first analyses host market risks relative to all other competing host 
markets. It then analyses the return available from the host market and, again, 
relative to all other competing host markets, as well as relative to the home market. 
Lastly, risk and return are reconciled to analyse the MNC’s overall perception of the 
attractiveness of the host market in t+1.  
5.3.3.2 Risk 
5.3.3.2.1 Overview 
According to Rugman and Verbeke (2005), location-specific linking investment 
costs and risks arise due to a firm’s adaption costs to the host market. As described 
in Section 3.3.3, in the case of multinational contracting, these adaption costs are the 
internal transaction costs of the firm and not the costs due to hold-up caused by 
other subcontractors and/or suppliers in the host market. Rugman and Verbeke 
(2005) use TCE to describe the risks associated with hold-up issues; however, in 
multinational contracting, the MNC is faced with having to leverage the supply chain 
in order to sustain competitive advantages. So, although this risk can be measured 
using TCE factors, its effect is felt inside the MNC firm as internal transaction costs, 
not as external transaction costs. There are three elements of TCE, comprising asset 
specificity, uncertainty and frequency, as described in Section 4.5.3.2.2.  
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At asset specificity level, the risk is endogenous to firm, and at a micro 
economic level. Asset specificity increases costly adaptions that the home MNC 
needs to make in order to work with client and supply chain in the host market. The 
second element of TCE invokes uncertainty, which is exogenous and at a 
macroeconomic level. Specifically, these are the random acts of nature and other 
unpredictable country risk factors that affect the business environment. The third 
element of TCE employs frequency, where risk is partly endogenous and partly 
exogenous; however, in the case of the latter, it is closer to industry level 
(mesnoeconomic level). That is, frequency is mostly affected by the pipeline of 
projects in the host market, and the ability of the MNC to engage successfully in the 
host market tendering procedures. Thus, by deploying the logic of TCE elements, all 
levels of exogenous and endogenous risk or internal transaction costs of the firm can 
be envisaged.  
Among the TCE elements, Williamson (1985) describes asset specificity as the 
key ‘locomotive’. Similarly, in this context, asset specificity is the key factor in 
measuring risk, and is associated with cultural, administrative, geographic, and 
economic (CAGE) differences between host and home countries. Here, asset 
specificity is measured in distance terms to surface the level of congruence. On the 
other hand, uncertainty and frequency are measured in terms of the MNC’s 
perceptions of these elements in the host market, and these have a moderating effect 
on the asset-specifying element.  
5.3.3.2.2 Primary data 
As mentioned in the previous section, risk is assessed in the focal host market 
relative to all other prospective host locations. At first, primary data is analysed to 
measure the asset specificity in terms of Australia/Spain-induced CAGE distances. 
However, the primary data only sufficiently addresses the administrative item in 
CAGE as part of the asset specificity element of the risk dimension in the L factor. 
The frequency element is also able to be measured using primary data. Therefore, 
based on primary data, this section first analyses the host/home-induced 
administrative distances that partly measure the asset specificity element, and then 
analyses the frequency element. 
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Administrative distance between Australia and Spain based on the two Tier 1 
Spanish MNCs is shown in Table 5.24. This table indicates that there are entry 
barriers in the Australian market due to the administrative processes required to 
deliver complex construction projects in that market. These are: the need for the firm 
to register under Australia’s NPS to work as a prequalified road and bridge 
contractor in that country; the need to obtain accreditation from the Australian 
Federal Safety Commissioner (FSC) to work as a head contractor in federally funded 
projects; the expectations of Australian government sector clients; and Australia’s 
non-recognition of international standard (ISO), and occupational health and safety 
management certification (OHSC). Table 5.25 provides extracts from interviews with 
the two Tier 1 Spanish MNCs to exemplify these barriers. 
Table 5.24. Administrative distance between Spain and Australia*  
Administrative distance Analysed average scores (entry) 
a. Australia’s National Prequalification System Very high effect (2) 
b. Level of complexity in administration of projects High effect (3) 
c. Level of legislation Moderate effect (4) 
d. Differences across different state jurisdictions in Australia Low effect (5) 
e. Australia’s industrial relations Moderate effect (4) 
f. Australia’s taxation system Extremely low effect (7) 
g. Expectations of Australian government sector client Moderate effect (4) 
h. Risk allocation in complex road and bridge projects Very low effect (6) 
i. Environmental management requirements Very low effect (6) 
j. Community management requirements Very low effect (6) 
k. Quality management requirements Very low effect (6) 
l. Health and safety requirements Moderate effect (4) 
Legend: Scale 1 to 7, where 1 represents extremely high effect on entry, and 7 represents extremely 
low effect on entry into the host market  
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Table 5.25. Administrative barriers: Quotations from interviews with two Tier 1 
Spanish MNCs* 
MNC Quotation 
OR1A • “We believe we have necessary capability. We also have international accreditation 
and our systems/approach could be a source of competitive advantage but the 
administrative burden in Australia is too high. We have to deal with tunneling under 
very old, large, fragile structures which are important to Spain and World Heritage 
but find it difficult to secure accreditation in Australia.” 
• “Third party management systems could be an advantage but has been ignored due 
to administrative burden.” 
• “Australia demands a lot more than almost any other country during the bid phase 
and this doesn’t appear to be very efficient, particularly if it serves as a barrier for 
new entrants.  This means projects of interest need to be larger and more complex.”  
OR1B • “Occupation health & safety certifications (OHSAS): Prevent red tape such as not 
recognizing international certifications for OHSAS; the need to demonstrate 
experience as head contractor before being able to be a head Contractor on federally 
funded projects.”  
*Note: Q.8a & b, Q.10e and Q.24 in Part 1 of the case study questionnaire (Appendix 3.1) 
With regard to the frequency element in the risk dimension of the location 
factor, the aggregated result in Table 5.26 indicates that Australia is relatively 
attractive to Tier 1 Spanish MNCs in terms of perceptions of their chances of 
winning contracts in new road and bridge projects. However, during the interviews, a 
Spanish MNC mentioned that there is a lack of a clearly defined pipeline of projects 
in the Australian market, which justifies their long-term strategies, as noted in Table 
5.27.  
Table 5.26. Spanish perceptions of chances of winning new projects*  
MNC Australia compared with Developed 
countries  
Australia compared with Developing 
countries  
OR1A Neither attractive nor unattractive (4) Neither attractive nor unattractive (4) 
OR1B Extremely attractive (7) Extremely attractive (7) 
Legend: Scale 1 to 7, where 1 represents Australia as extremely unattractive, and 7 represents 
Australia as extremely attractive 
*Note: Refer to Q.23a in Appendix 3.1 
Table 5.27. Spanish perceptions of pipeline of projects*  
MNC Quotation 
OR1A • “The pipeline of projects needs to actually happen and not just a project list that never 
gets approved/funded and should be respective of the preferred procurement method.”  
*Note: Refer to Q.24 in Appendix 3.1 
In summary, due to insufficient primary data to measure some of the CAGE 
items of TCE elements, the assessment of the overall risk dimension in the L variable 
based on primary data can only be tentative. Notwithstanding, the primary data tends 
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toward high risk. Furthermore, this assessment is supported by the responses (as 
shown in Table 5.28) obtained from the two Tier 1 Spanish MNCs, concerning their 
perceptions of overall risk in the Australian market. This also indicates that the risk 
in investing in the road, bridge and tunnel sector in Australia is relatively high, 
compared to the risk in other potential markets in developed and developing 
countries.  
Table 5.28. Risk perceptions of Tier 1 Spanish MNCs relative to developed and 
developing countries*  
MNC Risk in Australia compared to 
developed countries  
Risk in Australia compared to 
developing countries  
OR1A Moderate (4) Moderate (4) 
OR1B High (3) High (3) 
Legend: 7-point scale: where 1 represent extremely high risk, and 7 represents extremely low risk 
*Note: Refer to Q.23c in Appendix 3.1 
5.3.3.2.3 Secondary data: Risk 
This section analyses secondary data to capture the different level of risk perceived 
by Spanish MNCs in the Australian market. This data might also corroborate and 
complete the picture suggested by the primary data. Again, the approach is to 
consider the CAGE items of the asset specificity element, then the frequency and the 
uncertainty elements of the risk dimension of the L factor. 
As described in Section 4.5.3.2.2, Hofstede’s culture model is used to measure 
the cultural distance. The detailed calculation of cultural distance between Australia 
and each of the 68 countries (as used in Hofstede) is given in Appendix 8. This 
cultural distance is found in a range of 0.018 to 4.689, where 4.689 is the highest 
distance, and 0.018 is the lowest distance. The distance between Australia and Spain 
is 1.41, which is below the average distance of 2.195. This indicates that the cultural 
distance between Australia and Spain is relatively low to moderate.  
The Corruption Perception Index (CPI) and ease of doing business are the two 
key measures to comparing the administrative distance between countries, as noted 
in Section 4.5.3.2.2.2. Using this approach, the overall administrative distance 
between Australia and Spain is summarised in Table 5.29. Table 5.29 shows that 
Australia is ‘very clean’ with regard to corruption and, in terms of the CPI index, 
there is 20.6% distance between Australia and Spain. In terms of ease of doing 
business, the distance is 8% between the countries. With respect to the amount of 
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taxes on profits paid by the business as a percentage of commercial profits, there is a 
significant distance (nearly 25%) between the countries. Overall, there is a moderate 
distance between Australia and Spain regarding the administrative item of risk 
dimension in L factor. 
Table 5.29. Administrative distance between Australia and Spain: Secondary data 
Indicators Australia Spain 
Political hostility  




Regularity environment & 
transparency 
(Source: Euromonitor International, 
2010a, 2010b) 
Favourable regulatory 
environment and transparent 
investment laws 
Gradual improvement in 
regulations that benefits 
businesses 
CPI ranked out of 179 countries 
(Source: Transparency International, 
2012) 
85% (Very clean), ranked 7th  65% (Moderate), ranked 30th  
Doing Business 2013 
DTF (%) & ease of doing 
business ranked (out of 185 
countries) 
(Source: World Bank report, 2013) 
80.7% , ranked 10th  72.7%, ranked 44th  
Tax system  
 
Tax evasion does not occur on 
a massive scale 
Tax system remains 
uncompetitive compared to 
most other OECD countries  
Profit tax (%) 
(Source: World Bank report, 2013) 
26 1.2 
 
The geographical distance between Spain and Australia is around 17 700 km 
(from Madrid to Canberra). However, secondary data finds that among the top three 
Spanish Tier 1 MNCs (Ferrovial, Dragados and Acciona), Ferrovial and Acciona are 
already listed in the Australian NPS (2012) as prequalified road and bridge 
contractors. Dragados is also working in Australia but in a different sector of the 
Australian construction industry. Furthermore, among the bottom three Tier 1 
Spanish contractors, Comsa is working in Australia, though also in a different sector. 
Therefore, as shown in Table 5.30, the presence of two-thirds of Tier 1 Spanish 
MNCs in Australia indicates that geographical distance is not an issue for them if 
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Name of the Spanish MNC Australian NPS (2012) listed 
prequalified road & bridge 
contractor 
Present in 
Australia, but not 
in RBT sector  
1.  Ferrovial Agroman S.A. Yes (Ferrovial Argoman 
(Australia) Pty Ltd) 
- 
2.  Dragados S.A. No Yes 
3.  Acciona Infrastructure S.A. Yes (Acciona Infrastructure 
Australia Pty Ltd) 
- 
4.  Isolux Corsan Group S.A. No No 
5.  Comsa S.A. No Yes 
6.  Imathia S.L. No No 
Source: Contractors’ websites and NPS (2012) 
As explained in Section 4.5.3.2.2.2, the economic distance between the host 
and home market can be measured by taking the ratio of income and expenditure. 
Furthermore, consumer expenditure by sector (% of total expenditure) is also taken 
into consideration to observe the differences in consumer expenditure between the 
countries. The analysis of results is summarised in Table 5.31 and Figure 5.6. 
Table 5.31. Economic distance between Australia and Spain: Secondary data  
Economic Indicators Australia Spain 
GDP per capita (USD, current PPPs) 39 692.06 29 651.7 
Per capita annual disposable income, USD 
(2009) 
24 982 19 787 
Per capita annual disposable expenditure, 
USD (2009) 
23 383 18 505 
Ratio of consumer expenditure vs. consumer 
income (%) 
93.63 93.5 








 Chapter 5: Analysis of Case Studies 
 188 
Consumer expenditure by sector (% of total 
expenditure) in Australia (2009) 
Consumer expenditure by sector (% of total 
expenditure) in Spain (2009) 
  
Figure 5.6. Consumer expenditure by sector (as % of total expenditure): Australia vs. 
Spain  
Source: Euromonitor International (2010a & 2010b) 
Legend: 
 housing         household goods & services       health goods & services      transport           
communications       leisure & recreation        education        hotels & catering       miscellaneous 
goods & services       food & nonalcoholic beverages        alcoholic beverages  & tobacco       clothing 
& footwear 
Table 5.31 shows that both of the countries possess almost identical ratios of 
secondary data on consumer income and expenditure (Euromonitor International, 
2010). In terms of expenditure pattern, both countries also display similar 
expenditure pattern by sectors, as shown in Figure 5.6. These indicate that the 
economic distance between Australia and Spain is not significant, and can be ranked 
as low. 
Secondary data on the frequency element of TCE is summarised in Table 5.32. 
The secondary data supports the conclusion that Spanish Tier 1 contractors are 
capable of winning projects in the road and bridge sector in Australia, as stated in 
Table 5.32. The table also indicates the pipeline of projects in the Australian road, 
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Table 5.32. Frequency dimension: Road and bridge industry in Australia  




• Private sector road funding is projected to underpin growth in this market over the 
next five years through 2017-18, climbing by an annualised 2.6% to $7.1 billion. 
Private activity will be concentrated on several large-scale private toll roads 





• Flat average growth is forecast for publicly funded projects, climbing by 0.1% 
annualised to $13.4 billion in 2017-18, with the scaling back of major project 
funding in the middle period, but partly stabilised under multi-year appropriations. 
• The Federal Government is committed to investing about $15 billion in the 
nation’s road network over the next five years, through National Projects’ funding 






• The projected start-up of new privately-funded toll road projects under the PPPs is 
expected to restore the industry to record levels of activity by 2017-18. 
Current 
projects 
• The construction of Northern Link Tunnel (Brisbane), a 5.0 kilometre tunnel (toll 
road) linking the Western Freeway to the Inner-City Bypass, with construction 
spanning from late 2010 to late 2014. Construction and management is by the 
Spanish construction firm Acciona 
• The upgrade to the Princes Highway between Gerringong and Bomaderry in 
southern New South Wales ($700 million) 
• Pacific Highway Sapphire to Woolgoolga upgrade project ($700 million) 
• The Gateway Upgrade project at Eagle Farm, Brisbane ($1.8 billion) 
• The Kuranda Range Road upgrade north of Cairns ($500 million) 
• The Ipswich Motorway Upgrade ($200 million) 
• The $1.7 billion Hunter Expressway in New South Wales 
• The M5 West widening project, valued at $500 million, and principally funded by 
Interlink Roads (due for completion in late 2014)  




• The Bells Line Road upgrade 
• The Sydney to Brisbane motorway 
• The Goodna Bypass 
• The M4East Expressway extension (planning currently on the backburner) 





• Industry revenue forecast to regain momentum to grow from the cyclical trough at 
$16.7 billion in 2015-16 to reach $17.3 billion by 2017-18; driven by the 
resurgence of investment into new road and bridge construction from a low of 
$19.7 billion, to a record $20.5 billion by 2017-18 
 
Source: IBISWorld Australia (2013a, p. 9-10) 
As stated in Section 4.5.3.2.2.2, IBISWorld (2013a) is used to capture 
perceived uncertainty in the host market at the industry level. Furthermore, 
Euromoney country risk ratings are also used to assess country-specific investment 
risks in Australia. These industry-level and country-level risks are summarised in 
Table 5.33 and Table 5.34, respectively. 
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Table 5.33. Road and bridge industry risk score: Australia  
Risk Component Weight Score 
Structural risk 25% 6.04 
Growth risk 25% 4.52 
Sensitivity risk 50% 7.43 
Overall risk (out of 9) 6.36 
Source: IBISWorld Australia, 2013a; Forecast Period: Ending June 30, 2014 
Table 5.33 (where 1 represents the lowest risk and 9 represents the highest risk) 
indicates that the level of uncertainty in the Australian road and bridge industry is 
greater than moderate.  













2011, out of 
180) 























85.36 74.5 85.65 77.63 9.79 10 9.75 
Spain 
(34th ) 
67.73 44.11 71.26 67.61 9.38 10 7 
Source: Euromonitor Country Ratings (March, 2011) 
On the other hand, according to Euromoney country risk ratings (2011), the 
uncertainty level in Australia is low, as shown in Table 5.34. Furthermore, this table 
indicates that the level of uncertainty in Australia is 17.63% lower than Spain’s level 
of uncertainty at a country level.  
5.3.3.2.4 Summary of risk 
Secondary data plays an important role in measuring the perceived risk in Australia 
relative to other countries, as perceived by the Tier 1 Spanish firms. Due to a gap in 
the primary data in respect of measuring a number of the asset specificity items 
(cultural distance, geographic distance and economic distance between the 
countries), and in terms of assessing perception of the uncertainty element of risk 
dimension in the Australian market, secondary data has a significant role to play.  
5.3.3.3 Return 
5.3.3.3.1 Overview 
Based on Porter’s five forces model, this section analyses perceptions of return and 
threats to profits using primary and secondary data in the host market, relative to 
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other potential host market locations, as well as to the home (Spain) market. As 
mentioned in Section 4.5.3.2.3, the main players in this road and bridge industry are 
the contractor companies who provide services related to the management and 
construction, maintenance, and reconstruction of road, bridge, and tunnel 
infrastructure. The key buyer is mainly the government and other government sector 
clients in the industry. The suppliers of the industry are the key specialist 
subcontractors, and the construction materials and equipment suppliers.  
5.3.3.3.2 Primary data  
An average assessment is made of the threats to profit in the road and bridge sector 
of the Spanish market based on the two Tier 1 Spanish MNCs’ views, and this is 
summarised in Table 5.35. Additionally, threats to profit in the host market’s 
(Australia) focal sector are shown in Table 5.36; again, these are based on the two 
Tier 1 Spanish MNCs’ perceptions.  
The home market analysis in Table 5.35 indicates that there is substantial spare 
capacity among the Spanish MNCs as they are chasing too few projects in the 
domestic market. Moreover, the procurement approaches offered by these Tier 1 
Spanish firms are extremely similar. This suggests that the rivalry in the market is 
high, and this lowers the profit level among firms.   
With regard to the second force in the home market analysis, Table 5.35 
indicates the threat to profit is low due to barriers to entry into the Spanish market. In 
the case of the substitutes and complements factor, threats to profit in the Spanish 
market are high, as the domestic demand of constructing new road and bridge 
infrastructure is dramatically declining.  
Lastly, in regards to buyer power and supplier power in the Spanish market, 
there is moderate threat to profit. Overall, Table 5.35 indicates that in terms of 
available return across all of the five forces, the Spanish construction market is not 
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Table 5.35. Spanish MNCs’ view of threats to profit in the home market*  
Porter’s five 
forces 
Factors ( based on questions) Responses on 1 to 









• Range of procurement approaches among 
rivals 
• Very similar (2) 
• Transparency of tender prices • Easy to see (3) 
Entry • Economies of scale • Moderate (4) • Low 
• Clients’ views in terms of  reputation • Very loyal (2) 
• Access to key labour; plant and equipment 
and materials resources (including new 
entrants) 
• Very easily 
available (2) 
• Experience requirements (level of experience 
& local knowledge is required) 
• High (3) 
• Relationship-specific investments • Very high (2) 
• Government protection (policies favour local 
contractors) 
• Very high (2) 
• Predatory behaviour (history of acting 
aggressively to drive new entrants) 
• High (3)  
Substitutes & 
Complements 
• Demand for new road and bridge construction • Very low (2) • High 
Buyer Power • Scope for clients/government to take over 
contractors 
• Moderate (4) • Moderate 
Supplier 
Power 
• Scope for subcontractors and/or suppliers to 
take over contractors 
• Moderate (4) • Moderate 
*Note: Refer to Qs.13a to 13m in Appendix 3.1 
At the same time, Table 5.36 and the extract from one of the interviews given 
in Table 5.37, reflect the perceptions held by the two Tier 1 Spanish MNCs that 
Australia display low threats to profit across all five forces. However, the primary 
data did not surface any information regarding substitutes and complements. In brief, 
the two Tier 1 Spanish case study MNCs indicate perceptions of higher returns 
available from the Australian market than from the Spanish market in the road, 
bridge, and tunnel sector.  
Table 5.36. Spanish MNCs’ view of threats to profit in the host country*  
Porter’s five 
forces 




Internal Rivalry a. Level of internal rivalry in Australia Very low (6) Low 
Entry b. Ease of entry Very difficult (6) Low 
Substitutes & 
Complements 
NA NA NA 
Buyer Power c. Contractor-client power balance in 
Australia 
Very high for 
contractor (2) 
Low 
Supplier Power d. Contractor-subcontractor power 
balance in Australia 
Very high for 
contractor  (2) 
Low 
e. Contractor-supplier power balance in 
Australia 
Very high for 
contractor  (2) 
Low 
*Note: Refer to Qs.14a to 14e in Part 1 of the case study questionnaire (as shown in Appendix 3.1) 
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Table 5.37.Entry barriers to Australia: Spanish view*  
MNC Quotation  
OR1B  “A view concerning the lack of competition in Australia has been communicated to 
Federal and State governments. We are asked to bid on various PPPs by the 
Australian government/s yet experience seemingly simple barriers to entry that 
preclude us from securing contracts such as: not recognizing international WH&S 
certification, red tape required to establish a construction business in Australia.”   
*Note: Q.14f in Part 1 of the case study questionnaire (as shown in Appendix 2) 
Furthermore, Table 5.38 confirms the perceptions that the two top Tier 1 
Spanish MNCs believe they can obtain very high returns from Australia, relative to 
all other potential developed and developing countries in the road, bridge and tunnel 
sector.  
Table 5.38. Spanish MNCs perceptions: Return available in Australia relative to 
developed and developing countries*  
MNC  Compared with developed countries Compared with developing countries  
OR1A Extremely high (7) Very high (6) 
OR1B Extremely high (7) Extremely high (7) 
Legend: 7‐point semantic differential scale: 1 represents extremely low return and 7 represents 
extremely high return 
*Note: Q.23b in Part 1 of the case study questionnaire (Appendix 3.1) 
5.3.3.3.3 Secondary data  
Based on secondary data available from websites and reports, as shown in Table 
5.39, this section performs a five forces analysis of both the Spanish and Australian 
markets. Overall, Table 5.39 supports the two Tier 1 Spanish MNCs’ view of the 
threats to profit in Spain. That is, it indicates high threats to profit in the Spanish 
construction industry. 
Again, Table 5.40 supports the two Tier 1 Spanish MNCs’ view of the threats 
to profit in the Australian construction market. That is, Table 5.40 indicates low to 





 Chapter 5: Analysis of Case Studies 
 194 
Table 5.39. Five forces analysis of Spanish road and bridge industry 
Porter’s five 
forces 




• “Rivalry within this industry is assessed as strong.” (Source: 
Datamonitor Industry profile Road & Rail in Spain- road & 
rail, 2010, p.15) 
•  “The top 4 companies in the world ranking of infrastructure 
concessionaires are Spanish (ACS, FCC, ABERTIS Y 
FERROVIAL).” (Source: Marca España, Infrastructures, 
2013) 
•  “Seven of the ten largest privately owned companies in the 
world for infrastructure administration are Spanish (ABERTIS, 
ACCIONA, ACS, FCC, FERROVIAL, OHL Y SACYR).” 
(Source: Marca España, Infrastructures, 2013) 
•  “Among the top 225 global contractors, there are ten Spanish 
Contractors.” ( Source: ENR, 2010) 
•  “Seven of the 10 top transportation concession companies are 
based in Spain, constructing and/or managing about 40 percent 
of all major transportation concessions in the world.” (Source: 




Entry • “Entry barriers to the rail-road sector of the industry are 
typically high, and the threat of new entrants is therefore 
correspondingly low.” (Source: Datamonitor Industry profile 





• “The world leader in terrestrial infrastructure (measured in 
kilometres of highway / motorway per capita and high speed 
railways). It has the world's second largest high-speed railway 
network, as well as the most modern and technologically 
advanced train fleet in Europe.” (Source: Marca España, 
Infrastructures, 2013) 
• “Spain has become the leading country in Europe and the 
second worldwide, after China, in number of kilometers of 
high-speed lines in operation, outdoing countries such as France 
and Japan.” (Source: Guide to business in Spain: Spain profile, 
2012) 
• Road transportation can act as a substitute for rail 
transportation, and vice versa. Substitutions for both road and 
rail include air transportation. There is a moderate threat from 
substitutes. (Source: Datamonitor Industry profile Road & Rail 
in Spain- road & rail, 2010, p.13) 
• Drop in domestic demand; e.g. in 2010 and 2011, construction 
declined by -7.8 -3.8 respectively. (Source: Guide to business in 
Spain: Spain profile, 2012) 
 
• High 
Buyer Power • Buyer power in the Spanish industry is assessed as moderate. • Moderate 
Supplier 
Power 
• Supplier power is assessed as moderate in the industry. (Source: 
Datamonitor Industry profile Road & Rail in Spain- road & 
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Table 5.40. Five forces analysis of Australian road and bridge industry 
Porter’s five 
forces 




• Concentration based on revenue: “The four largest players 
contribute about 36% of industry revenue and include the state 
road authorities of New South Wales and the two largest civil 
contractors, Leighton Holdings and Lend Lease Corporation.” 
(Source: IBIS, 2012) 
• Concentration based on ownership: “There has been significant 
rationalisation of ownership at the top end of this industry during 
the past decade, with Leighton Holdings and its subsidiaries 
acquiring majority or total ownership of two of the largest players 
in the Australian infrastructure market, John Holland (early 2000) 
and Transfield Construction (early 2003). In late 2010, the locally-
based construction giant Lend Lease Corporation acquired the 
Australian operations of Bilfinger & Berger (Valemus, which 
include Abigroup and Baulderstone) and this further concentrates 
industry ownership.” (Source: IBIS, 2013, p. 21) 
• Rivalry: “The Australian industry as a whole has seen good growth 
over recent years. Good growth reduces rivalry somewhat and 
which is promising for new players. Rivalry is reduced as there are 
increased revenues available for all competitors, which means 
competition is also reduced.” (Source: Datamonitor Industry 
profile Construction and Engineering in Australia, 2010, p. 14) 
 
• Low 
Entry • “Regulations are often stringent and can act as a barrier to 
entrance.” (Source: Datamonitor Industry profile Construction and 
Engineering in Australia, 2010, p. 12, 13) 
• “Only builders who are accredited under FSC scheme can enter 
into head contract for building work that is directly or indirectly 
funded by the Australian Government.” (Source: Office of the 
Federal Safety Commissioner, FSC, 2012) 
• “The existing large-scale participants have a size and market 
dominance (through networking and reputation), which is likely to 
deter newcomers. The tendering process for public contracts 
favours existing operators with a proven track record and a good 
understanding of dealing with the public authorities.” (Source: 





• “There is little threat of substitutes in this industry. It is unlikely 
that buyers will find an alternative expenditure for their funds that 
would meet their needs.” (Source: IBIS, 2013) 
• “The Road and Bridge Construction industry is forecast to record 
subdued cyclical growth in revenue by an annualised 1.2% over 
the five years through 2012-13, to reach $17.3 billion in 2017-18.” 
(Source: IBIS, 2013, p. 40) 
 
• Low 
Buyer Power • “Buyers are dependent on market players especially in the given 
economic conditions, which weaken buyer power. Overall, buyer 
power in the Australian industry in assessed as moderate.” 
(Source: Datamonitor Industry profile Construction and 





• “There are typically larger numbers of sub-contractors with the 
necessary skills to complete the projects, which puts them in a 
weaker position.” (Source: Datamonitor Industry profile 
Construction and Engineering in Australia, 2009, p. 13) 
• Moderate 
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5.3.3.3.4 Summary of return 
Overall, secondary data corroborates with the primary data, and indicates that high 
returns are available from Australia in the road, bridge, and tunnel sector, relative to 
the Spanish market vis-à-vis other markets. 
5.3.3.4 Reconciling risk and return  
This section compares the Spanish Tier 1 MNCs’ perceptions of the level of return 
available over and above set-up costs in the Australian public sector complex road 
and bridge market, and relative to all other developed and developing markets, as 
summarised in Table 5.41.  
Table 5.41. Risk and return: Spanish MNCs’ view of risk and return in host market 
relative to all other competing locations  
MNC Compared to developed countries Compared to developing countries 
OR1A Return (7, extremely high) > Risk (4, moderate) 
Return (6, very high)> Risk (4, 
moderate) 
OR1B Return (7, extremely high) > Risk (3, high) 
Return (7, extremely high) > Risk (3, 
high) 
Legend: Return on 7‐point semantic differential scale: 1 represents extremely low return, and 7 
represents extremely high return; Risk on 7‐point semantic differential scale: 1 represents extremely 
high risk, and 7 represents extremely low risk 
*Note: Refer to Qs.23b & c (Appendix 3.1) 
Table 5.41 indicates that although the risk in the host market is between 
moderate to high, the return is higher. That is, the Spanish Tier 1 MNCs perceive that 
returns available from the host market are greater than the investment risks or set-up 
costs in the host market (Australia). This finding is supported by the secondary data. 
That is, to offset inadequate economic return in the domestic market, and to utilise 
access capabilities and resources, Spanish contractors are taking steps to expand their 
business globally (Reina, 2007). Australia is one of their prime destinations 
(Wiggins, 2011).  
5.3.3.5 Summary of analysis of primary and secondary data 
In summary, the symbol  is assigned to Spanish Tier 1 MNCs as they perceive a 
favourable risk and return profile in Australia, relative to all other countries. 
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5.3.4 Internalization (I) Advantages 
5.3.4.1 Primary data 
As explained in Section 3.3.4, in the context of this study – that is, to deliver a 
complex project related to management and construction of road, bridge and tunnel 
in the host country – licensing or exporting is highly unlikely to serve the host 
market clients. This is confirmed by the two Tier 1 Spanish MNCs, and is shown in 
Table 5.42. The analysis indicates that Spanish MNCs do prefer to engage in FDI, if 
they bid for new projects in any overseas location, including Australia.  
Table 5.42. Spanish MNCs’ view of the possibilities of licensing or exporting to local 
clients in the host market*  
MNC Possibility of licensing in an overseas 
market to deliver project related to 
the management of construction of 
major roads, bridges and tunnels 
Possibility of exporting in an overseas 
market to deliver project related to 
the management of construction of 
major roads, bridges and tunnels 
OR1A No No 
OR1B No No 
*Note: Refer to Q.21& Q.22 (Appendix 3.1) 
On the other hand, as mentioned in Section 2.3.4, the I factor is not 
dichotomous (Dunning & Lundan, 2008b). That is, it is not the decision of MNCs 
whether to make or buy; it is more a matter of their deciding how much to make and 
how much to buy. Therefore, in multinational contracting, if the MNCs perceive that 
the host location is  on O (Oa & Ot) advantages and, again,  on (Oi & L) 
advantages, then the question is not FDI or not FDI; rather, the question is how much 
internalisation the MNC considers it needs to manage the project, including the 
supply chain. That is, overseas MNCs need to leverage the supply chain in order to 
be competitive in the host market; therefore, MNCs’ perceptions regarding the host 
market’s supply chain are critical. If their perceptions are not favourable, it might 
still be possible to see the home MNC in the host market. This then indicates that the 
other factors (O and L) make the host market attractive and determine FDI. This is 
evidenced in the responses of the two Tier 1 Spanish MNCs to questions regarding 
the supply chain in the Australian market. These are summarised in Table 5.43, 
Table 5.44, and Table 5.46. 
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Table 5.43. Two Tier 1 Spanish MNCs’ view of the supply chain in Australia* 




OR1A a. Availability & performance of critical 
subcontractors & suppliers 
Very significant (2) Negative Highly 
discouraged (6) 
OR1B Very significant (2) Negative Discouraged (5) 
OR1A b. Contractual relationships 
with critical subcontractors 
& suppliers 
Significant (3) Negative Discouraged (5) 
OR1B Significant (3) Negative Discouraged (5) 
Legend: Possible effect on delivery of an Australian projects: where 1 represent extremely significant 
effect and 7 represents extremely insignificant effect; Investment decision in Australia: where 1 
represents extremely encouraged and 7 represents extremely encouraged 
*Note: Qs.19a & b in Part 1 of the case study questionnaire (as shown in Appendix 3.1) 
Table 5.43 indicates that the availability, performance, and existing contracting 
relationships with the supply chain (critical subcontractors and suppliers) in the 
Australian market discourage Spanish MNCs to invest in Australia. In the case of 
delivering projects in Australia as a host country, Table 5.43 also indicates that their 
views of the host market’s supply chain significantly affect Spanish MNCs’ 
decisions on entry mode selection. For example, Table 5.30 shows that most of the 
Tier 1 Spanish MNCs are currently operating in the Australian market; however, they 
are mostly engaged in Joint Venture (JV) projects with host market partners. An 
extract from one of the case study interviews (as shown in Table 5.44) supports this. 
Secondary data quoted in Table 5.45 also confirms this.  
Table 5.44. Spanish MNCs’ perception of entry in to Australia*  
MNC  Quotation 
OR1A “Although initial entry is not affected due to use of joint venture/or joint bid, a key issue 
is with health and safety requirements and not recognizing international certifications 
that demonstrate similar capability and prevent a sole entity bid as a lead or head 
contractor and so is a barrier in terms of long term investment/accessing the pipeline.”   
*Note: Q.26 in Part 1 of the case study questionnaire (as shown in Appendix 3.1) 
Therefore, both primary data obtained from the two Tier 1 Spanish MNCs and 
secondary reviews suggest that Spanish MNCs have the capability to obtain the 
Australian Federal Safety accreditation. In order to obtain accreditation, they can 
secure a privately funded project as a head contractor; however, it appears that 
Spanish MNCs are overlooking this, and are more interested in acting as co-lead 
contractors in JV projects (federally funded) with Australian partners. This example 
might suggest that Spanish Tier 1 MNCs dislike the host market’s supply chain, 
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which might only be for a tentative period (t and t+1). Furthermore, this might also 
suggest that JV or other entry mechanisms allow Spanish MNCs to understand and 
become more familiar with, and develop relationships with, the supply chain to  
shape the host market during their initial establishment (t or t+1) in the Australian 
market.  
Table 5.45. Spanish MNCs’ joint venturing with local partners in Australia 
Projects in Australia Joint venture with other partners 
Transcity, Legacy way, 
2013 
Spanish company Acciona Infrastructure Pty Ltd is an active PPP 
participant in Australia, and currently has contracted in the ‘transcity joint 
venture project’ with one local contractor (BMD construction) and another 
foreign contractor (Ghella, Italian contractor) to design, construct, maintain 
and operate the northern link project in Brisbane, Queensland for the next 
10 years. 
Mackay West Package 
Road Reconstruction 
Acciona and its joint venture partner (estimated time to complete 2014). 
Fitzroy Region Repair 
Works 
Acciona and its joint venture partner (estimated time to complete 2014). 
 
The overall perceptions of Spanish MNCs regarding I advantages in the 
Australian market compared to other potential developed and developing markets are 
summarised in Table 5.46. 
 Table 5.46. I advantages of Tier 1 Spanish MNCs in Australia relative to other 
countries* 
MNC Compared to developed countries  Compared to developing countries  
OR1A Disadvantage  (3) Disadvantage  (3) 
OR1B Disadvantage  (3) Disadvantage  (3) 
Legend: 7‐point semantic differential scale, where 1 represent extremely disadvantaged and 7 
represents extremely advantaged 
*Note: Q.23d in Part 1 of the case study questionnaire (as shown in Appendix 3.1) 
Table 5.46 indicates that the two Tier 1 Spanish MNCs have I disadvantages in 
the host market Australia vis-à-vis other countries. 
5.3.4.2 Summary 
In summary, the symbol ‘’ is given to Spanish MNCs due to their I disadvantages 
in the host market. 
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5.3.5 Attractiveness: Dependent Variable 
5.3.5.1 Primary data: Overall attraction – potential and planned FDI (t+1) 
The overall attractiveness of the Australian market perceived by the two Tier 1 
Spanish MNCs is summarised in Table 5.47. 
Table 5.47. Tier 1 Spanish MNCs’ perception of overall attractiveness of Australian 
market relative to other countries* 
MNCs Compared to Developed countries  Compared to Developing countries  
OR1A  Very attractive (6) Very attractive (6) 
OR1B Attractive (5) Attractive (5) 
Legend: 7‐point semantic differential scale, where 1 represents Australia extremely unattractive and 7 
represents Australia extremely attractive 
*Note: Q.23e in Part 1 of the case study questionnaire (as shown in Appendix 3.1) 
Table 5.47 indicates that Spanish MNCs perceives the Australian sector 
comprised of road, bridge, and tunnel is very attractive relative to all other competing 
countries. 
5.3.5.2 Secondary data on actual FDI (in t and in t+1) 
Secondary data plays a key role in showing the Spanish MNCs’ presence (FDI) in 
the road, bridge and tunnel sector in Australia. As shown in Table 5.30, there are six 
Spanish Tier 1 contractors engaged in delivering projects related to the management 
of road and bridge construction in Spain. Among them, three (Ferrovial, Dragados 
and Acciona) are the top tier 1 MNCs in terms of operating revenues (6 billion to 18 
billion AUD).  
Table 5.30 also indicates that among these three Tier 1 Spanish contractors, 
two are already established as prequalified road and bridge contractors in Australia, 
and their Australian subsidiaries’ are Ferrovial Argoman (Australia) Pty Ltd and 
Acciona Infrastructure Australia Pty Ltd. These subsidiaries are listed in NPS (2012) 
under financial level AUD 150 million plus. Furthermore, Dragados and Comsa S.A. 
are also in the Australian market, but in a different sector of the construction 
industry. Hence, Table 5.30 demonstrates the Tier 1 Spanish MNCs’ strong interest 
in FDI in Australia. This is again supported by the secondary data, as shown in Table 
5.48. 
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Table 5.48. Spanish MNCs location choice and strategy 
Strategies Quotation 
Acquisition  “Spanish construction groups now are flexing their muscles globally. They are 
moving abroad through acquisition.” Australia is one of their prime destinations. 
(Source: Reina 2007, p. 25) 
“There were already several Spanish construction and infrastructure companies in 
Australia and a number of others are also looking to come here.” (Source: Hopkins, 
2012) 
Buying share “German construction firms had until recently been the key stakeholders in two of 
Australia’s largest construction companies. Hochtief has long been the largest 
shareholder in Leighton Holdings, but in early 2011 its stake passed to Spanish giant 
ACS.” (Source: IBISWorld, 2013a, p.25) 
5.3.5.3 Summary 
In summary, the symbol  is given to the Spanish Tier 1 MNCs in terms of planned 
FDI (t+1) towards Australia. Once again, secondary data support primary data and, 
therefore, the symbol  is given to both measures of FDI. 
5.3.6 Summary of Spanish Case Study 
5.3.6.1. Overall analysis 
This section summarises the overall findings in terms of testing the effect of the OLI 
IVs on the attractiveness of the host market (as an upstream proxy of the DV FDI) 
perceived in the case of Spanish MNCs, along with their actual FDI into this host 
market, as shown in Table 5.49.  














(t & t+1) 
Spain      
 
The analytical results in Table 5.49 show that the pattern of FDI matches 
across the pattern of OLI factors, with the exception of I variable. This indicates that 
I, as a single variable, does not explain FDI either measured in terms of actual FDI (t 
& t+1) or planned FDI (t+1). Alternatively, this indicates that when I is considered in 
combination with the O and L factors, it has less explanatory power. Therefore, the 
significant finding in this case concerns the I factor. In other words, the case of 
Spanish MNCs as home contractors vis-à-vis Australia as the host country indicates 
that either O or L, or some combination of O and L, is more powerful in explaining 
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the determinants of multinational contractors’ willingness to bid for Australian 
public sector major infrastructure projects.  
5.3.6.2 Motivation assumptions 
With regard to MNCs overseas business motivation as stated in Section 2.2.4, MS 
and/or ES are the key assumptions made in this study. In order to validate these 
assumptions, Table 5.50 displays the analyses result based on the two Tier 1 Spanish 
MNCs’ responses for their overseas business. 
Table 5.50. Overseas business motivation of Spanish Tier 1 MNCs* 
Overseas business motivation Average (OR1A & OR1B) 
To seek highest ratio of return on investment; and to seek additional 
work to offset spare or underutilised capacity in Spain 80% 
To seek learning opportunity from overseas (host) market; and to seek 
to secure resources/outputs from overseas projects to be used as inputs 
into projects in Spain and/or in other overseas locations 
20% 
Total 100% 
*Note: Refer to Q.28 in Appendix 3.1 
Table 5.50 shows that the main motivation of Tier 1 Spanish MNCs is to seek 
the highest ratio of return on investment, and additional work to deploy its excess 
capacity in the host market. This indicates that Spanish Tier 1 MNCs are profit 
seekers (MS and ES), and supports the assumptions made in the theoretical 
framework and propositions. Moreover, seeking learning opportunity and resources 
is less than 50% of the total motivation, and is consistent with the FDI problem in the 
context of multinational contracting representing horizontal integration rather than 
vertical integration.  
5.4 US CASE STUDY (OR2A; AND OR2B): HOME COUNTRY OUTSIDE 
AUSTRALIA’S REGION 
5.4.1 Introduction 
This section analyses the effect of OLI factors on the attractiveness (as an upstream 
proxy of FDI) of Australia’s road, bridge and tunnel sector, and on actual FDI 
decisions, based on both primary and secondary data obtained from the two Tier 1 
US MNCs. 
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5.4.2 Ownership (Oa and Ot) Advantages  
5.4.2.1 Primary data 
This section measures and analyses Oa and Ot advantages of US MNCs vis-à-vis the 
host market by using primary data from two Tier 1 US MNCs, relative to the same 
items concerning the O variable measured in the three tiers of host market 
contractors.  
In accordance with the guidelines set out in Section 4.5.3.1.1, scales are 
developed for US MNCs for the items under each of the key factors, as shown in 
Table 5.51-5.57 (inclusive). The actual value or average response representing the 
two Tier 1 US MNCs for each item is recorded on a 7-point Likert-like scale. Then, a 
radar map of competitive firm-specific advantages of Tier 1 US MNCs – relative to 
all three tiers of host market contractors in delivering projects over AUD 50 million 
in the Australian market related to road construction, reconstruction and widening, 
and bridge construction – is developed, and is shown in Figure 5.7.  
Table 5.51. Scale development for accessibility of key resources: Based on the US case 
study* 
No Accessibility to key resources Ranges of scale: 
1: Severe shortage                                       7: Plentiful supply 
Normalised score 1 2 3 4 5 6 7 
1 Key subcontractors        
 Raw scores (avg. of each local tier) <3.5 3.5 4 4.5 5.75 7 >7 
 Local tiers’ scale  T3  T2  T1  
 US MNCs’ score (avg.)      6.5  
2 Key suppliers        
 Raw scores (avg. of each local tier) <3.5 3.5 4.25 5 6 7 >7 
 Local tiers’ scale  T3  T2  T1  
 US MNCs’ score (avg.)      6.5  
3 Skilled labour        
 Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 4.75 5.5 >5.5 
 Local tiers’ scale  T2  T3  T1  
 US MNCs’ score (avg.)      5.5  
4 Unskilled labour        
 Raw scores (avg. of each local tier) <4 4 4.5 5 5.5 6 >6 
 Local tiers’ scale    T2  T3,T1  
 US MNCs’ score (avg.)      6  
5 Key plant & equipment        
 Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 5 6 >6 
 Local tiers’ scale  T2  T3  T1  
 US MNCs’ score (avg.)      6  
6 Key materials        
 Raw scores (avg. of each local tier) <3 3 4.25 5.5 6.25 7 >7 
 Local tiers’ scale  T3  T2  T1  
 US MNCs’ score (avg.)     6.5   
*Note: Refer to Q.3 & Q.4 in Appendix 3.1 
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Research & development Ranges of scale: 
1: Low                                                                                 7: High 
Normalised score 1 2 3 4 5 6 7 
7 R&D        
 Avg. of each local tier (AUD, thousands) <5 5 252.5 500 2750 5000 >5000 
 Local tiers’ scale  T3  T2  T1  
 US MNCs’ score (avg.)       10,000 
*Note: Refer to Appendix 3.1 for questionnaire 
Table 5.53. Scale development for procurement service (road & bridge): Based on the 




Procurement services (Typical 
contract sum in road & bridge 
projects, AUD, mills.) 
Ranges of scale: 
 
1: Low                                                                     7: High 
Normalised score 1 2 3 4 5 6 7 
8 Construct Only (CO)        
 Raw scores (avg. of each local tier) (AUD, mills.) <62.5 62.5 84.4 106.3 428.2 750 >750 
 Local tiers’ scale   T3   T2   T1   
 US MNCs’ score (avg.)       3750 
9 Design & Construct (D&C)        
 Raw scores (avg. of each local tier) (AUD, mills.) <50 50 131.3 212.5 456.3 700 >700 
 Local tiers’ scale   T3   T2   T1   
 US MNCs’ score (avg.)       1750 
10 Design, Construct, Operate & Maintain (DCO&M)        
 Raw scores (avg. of each local tier) (AUD, mills.) <50 50 100 150 575 1000 >1000 
 Local tiers’ scale   T3   T2   T1   
 US MNCs’ score (avg.)    150    
11 Contractor's Finance        
 Raw scores (avg. of each local tier) (AUD, mills.) <137.5 137.5 331.3 525 762.5 1000 >1000 
 Local tiers’ scale   T3   T2   T1   
 US MNCs’ score (avg.)  150      








 Chapter 5: Analysis of Case Studies 
 205 





Procurement services (Upper level 
contract sum in tunnel projects, 
AUD, mills.) 
Ranges of scale: 
 
1: Low                                                                       7: High 
Normalised score 1 2 3 4 5 6 7 
12 Tunnel: T1        
 Raw scores (avg. of each local tier) (AUD, mills.) <12.5 12.5 162.5 312.5 718.8 1125 >1125 
 Local tiers’ scale   T3   T2   T1   
 US MNCs’ score (avg.)    312.5    
13 Tunnel: T2        
 Raw scores (avg. of each local tier) (AUD, mills.) NA 1 213 425 775 1125 >1125 
 Local tiers’ scale T3     T2   T1   
 US MNCs’ score (avg.)   100     
14 Tunnel: T3        
 Raw scores (avg. of each local tier) (AUD, mills.) NA 1 282 563 844 1125 >1125 
 Local tiers’ scale 
T3, 
T2         T1   
 US MNCs’ score (avg.)   200     
*Note: Refer to Qs.4 & 5 in Appendix 3.2 




Experiences in services (No. of 
years in road & bridge 
projects) 
Ranges of scale: 
 
1: Low                                                                          7: High 
Normalised score 1 2 3 4 5 6 7 
15 Construct Only (CO)        
 Avg. of each local tier (yrs.) <5 5 10 15 20 >20 >25 
 Local tiers’ scale      T1,T2,T3  
 US MNCs’ score (avg.)      >20  
16 Design & Construct (D&C)        
 Avg. of each local tier (yrs.) <7.5 7.5 11.25 15 17.5 >20 >25 
 Local tiers’ scale  T3  T2  T1   
 US MNCs’ score (avg.)      >20  
17 Design, Construct, Operate & Maintain (DCO&M)        
 Avg. of each local tier (yrs.) NA 1.0 4.25 7.5 8.75 10 >10 
 Local tiers’ scale T3   T2   T1  15 
 US MNCs’ score (avg.)      10  
18 Contractor's Finance        
 Avg. of each local tier (yrs.) NA 1.0 3.25 5.5 7.50 10 >10 
 Local tiers’ scale T3     T2   T1   
 US MNCs’ score (avg.)      10  
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Managerial & technical staff Ranges of Scale: 
1: Low                                                                          7: High 
Normalised score 1 2 3 4 5 6 7 
19 Staff        
 Avg. Of each group (persons) <200 200 1,113 2,025 3,513 5,000 >5,000 
 Local tiers’ scale   T3   T2   T1   
 US MNCs’ score (avg.)       7,500 
*Note: Refer to Q.7 in Appendix 3.2 




Financial capability (AUD, 
mills.) 
Ranges of scale: 
 
 
Normalised score 1 2 3 4 5 6 7 
20 Raise the level of finance 1: Extremely difficult                                    7: Straight forward 
 Raw scores (avg. of each local tier) NA 1.0 1.25 1.5 1.75 2 >2 
 Local tiers’ scale   T3   T2  T1   
 US MNCs’ score (avg.)       6.5 
21 Loss of this financial amount 1: Negative impact                                       7: Negligible impact 
 Raw scores (avg. of each local tier) (impact) NA 1.0 1.25 1.5 1.75 2 >2 
 Local tiers’ scale   T3   T2   T1   
 US MNCs’ score (avg.)       5 
22 Annual turnover 1: Low                                                                             7: High 
 Avg. of each local tier (AUD, mills) <275 275 594 912.5 1,206 1,500 >1500 
 Local tiers’ scale   T3   T2   T1   
 US MNCs’ score (avg.)     1,000   
*Note: Refer to Q.6 in Appendix 3.1 & Q.8 in Appendix 3.2 
The radar map (Figure 5.7) shows that the average score of the two Tier 1 US 
MNCs is higher or equal to at least one of the host market’s three tiers of contractors 
across all items. These items are measured from a number of perspectives 
comprising: logistical perspectives; research investment and innovation capabilities; 
and financial attributes in terms of the firm’s ability to raise finance, as well as its 
tolerance to loss. The map (Figure 5.7) also indicates superior capabilities of the two 
Tier 1 US MNCs in the following items pertaining to the O factor: 
• Skilled labour; 
• Unskilled labour; 
• Research investment; 
• Procurement type of Construction Only (CO) and Design & Construction 
(D&C); 
• Highly skilled management and technical expertise; 
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• Raising finance and financial loss tolerance. 
 
 
Legend: ‘CO’ represents procurement type ‘Construct Only’; ‘D&C’ represents procurement type 
‘Design & Construct; ‘DCO&M’ represents procurement type ‘Design, Construct, Operate & 
Maintain’; and ‘CF’ represents procurement type ‘Contractor’s Finance’ 
Table 5.58: Oa and Ot advantages: quotations from interviews with the two Tier 1 US 
MNCs*  
Case study Quotations 
Finance “Is made up of a no of business unit with regional entities which can seek a parent  
company guarantee from the corporate head office.” (Source: OR2A) 
“Parent company guarantees” (Source: OR2B) 
Staff “Loyalty and long term commitment to the company, trained and available staff at 
each level of management.” (Source: OR2B) 
*Note: Qs.7e & 11a in Part 1 of the case study questionnaire, as shown in Appendix 2 
Tier 1 US MNCs again confirm during interviews that they possess financial 
capability and skilled management expertise, as quoted in Table 5.58. Table 5.59 
summarises the competitiveness of other Tier 1 US MNCs on similar attributes, 
































Tier 1: Host market Contractors
Tier 2: Host market Contractors
Tier 3: Host market Contractors
Figure 5.7. Radar map of O advantage: US vs. Australian contractors in Australian 
market 
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Table 5.59. O advantages possessed by Tier 1 US MNCs*  
O advantages  Uniqueness Costly to imitate 
Accessibility to key resources Low (3) Low (3) 
Research and development investment Very low (2) Very low (2) 
Finance/bidding tolerance low (3) low (3) 
Road: Profile of service/procurement categories High (5) High (5) 
Tunnel: Profile of service/procurement categories  Moderate (4) Moderate (4) 
Experience in service/procurement categories Moderate (4) Moderate (4) 
Staff profile Moderate (4) High (5) 
Turnover High  (5) High (5) 
Legend: Uniqueness scale 1 to 7, where 1 represents ‘possessed by virtually all main rivals’ (i.e. 
uniqueness is extremely low), and 7 represents ‘almost unique to your firm’ (i.e. uniqueness is 
extremely high); Costly to imitate scale 1 to 7, where 1 represents ‘Straightforward to imitate’ (i.e. 
cost is extremely low), and 7 represents ‘costly to imitate’ (i.e. cost is extremely high) 
*Note: Refer to Q.9 in Appendix 3.1   
Table 5.59 indicates that competitive advantages in terms of accessibility to 
resources, R&D and financial capabilities are widely spread amongst all Tier 1 US 
MNCs. In contrast, the other items related to the O factor are moderately possessed 
by all Tier 1 US MNCs. Due to diversified operations among the Tier 1 US MNCs, 
the service profile and the turnover in the road, bridge and tunnel sector are not 
common to them all. 
By taking the average scores of each item under each of the key perspectives, 
another radar map of top Tier 1 US contractors relative to all three tiers of host 
market contractors is developed, as shown in Figure 5.8. This map clearly shows that 
the US top Tier 1 contractors have at least competitive parity with the host market 
contractors on all Oa and Ot attributes measured, and a competitive advantage on at 
least some of the factors of the O variable, relating to project size and complexity. 
Overall, the above findings, based on primary data, indicate that Tier 1 US MNCs are 
capable of winning bids in the road, bridge and tunnel sector in Australia. 
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Figure 5.8. Radar map of O advantage based on key factors: US vs. Australian 
contractors in Australian market 
5.4.2.2 Secondary data  
This section reviews and summarises secondary literature concerning US contractors 
and the US construction industry, in order to observe how much the secondary data 
supports the primary data. Furthermore, the secondary data link the US MNCs’ firm-
specific competitiveness with their home country-specific competitiveness. These 
secondary reviews are summarised in Table 5.60 and Table 5.61, respectively.  
Table 5.60. Firm-specific O (Oa and Ot) advantages of US MNCs: Secondary data 
O 
advantages 




• “The company’s [Kiewit] size, range of expertise and experience enables it to 
compete for billion-dollar megaprojects.” (Source: IBISWorld Industry Report,2013b, 
p. 25) 
• “The industry has had a major influence on construction technology and procurement 
methods around the world.” (Source: BMI, 2011b, p. 20) 
Financial 
ability 
• “In 2013, IBISWorld estimates that Kiewit recorded domestic revenue of $6.3 billion, 
with about $701.9 million from bridge and tunnel construction.”  (Source: IBISWorld 
Industry Report, 2013b, p. 25) 
• “Our [KBR] experience with project financing has resulted in an extensive knowledge 
base and relationships with many leading commercial, investment and merchant 
banks, and government export credit agencies and development agencies.” (Source: 
http://www.kbr.com/Markets/Ventures/Project-Finance/) 
R&D • “The world's largest economy with an impressive record of entrepreneurial dynamism, 
innovation, and a high research and development spend.” (Source: BMI, 2011b, p. 21) 
 
Table 5.60 is consistent with the primary data, as shown in the radar map 



















Tier 1: Host market Contractors
Tier 2: Host market Contractors
Tier 3: Host market Contractors
US Contractors
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experiences, financial capability, and R&D innovation – to win mega projects. Table 
5.61 summarises the national/country-specific competitive advantages of the US 
MNCs.  
Table 5.61. Country related O advantages: US vs. Australia 
Competitive advantage US Australia Sources 
1. Factor condition 
• Average labour force 
participation in construction 
service (% of total labour force) 
• R&D expenditures (% of GDP) 
• Financial market development 
• Literacy rate 
• Labour market efficiency 
• Goods market efficiency 
• Technological readiness 
 
• NA (below 
than 10%) 
 
• 2.79%  
• 5.1 (out of 7) 
• 99 % 
• 5.4 (out of 7) 
• 4.9 (out of 7) 





• 2.21 %  
• 5.4 (out of 7) 
• 99%  
• 4.6 (out of 7) 
• 4.9 (out of 7) 











2. Demand condition 
• Market size  
• Construction industry value (% 
of GDP) 
• Business sophistication 




• 7 (out of 7) 
• 4.1 
 
• 5.3 (out of 7) 
• 46,533 
 
• 5.5  (out of 7) 
 
• 5.1 (out of 7) 
• 6.8 
 
• 4.9 (out of 7) 
• 39,873.5  
 









3. Related & supporting industry 
• Producer Price Indices (PPI): 
manufacturing (Average annual 
growth %) 
• Industrial production growth rate 
• Quality of  overall infrastructure  
• Local supplier quantity 






• 5.6 (out of 7) 
• 5.4 (out of 7) 
• 5.5 (out of 7) 
 
• 1.6%  
 
 
• 3.5 %  
• 5.7 (out of 7) 
• 4.9 (out of 7) 










4. Strategy, structure & rivalry 
• General labour cost per hour 
including overheads 
(construction) 
• Intensity of local competition 
 
• 53 USD 
 
 
• 5.6 (out of 7) 
 
• 40 USD 
 
 







Table 5.61 indicates that the US possesses competitiveness across all country-
specific attributes in terms of the factor conditions, demand conditions, related and 
supporting industry conditions, and strategy and rivalry conditions. Table 5.61 also 
indicates that high financial markets and high investment in R&D in the US support 
these firm-specific advantages of US Tier 1 contractors. Moreover, the bigger size of 
the US domestic market, its business sophistication, and its innovation attributes 
enhance the US MNCs’ competitiveness. Therefore, these country-specific 
advantages again support the firm-specific advantages of US MNCs.  
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In order to obtain a better picture of this situation, a comparative map of 
country-specific advantages of the US and Australia is shown in Figure 5.9. This 
map is developed by aggregating values under each of the factor conditions, and the 
detailed calculations are shown in Appendix 7. 
 
Figure 5.9. Porter’s diamond model: US vs. Australia 
Figure 5.9 shows that the US possesses CSAs (at least 75% across all 
conditions). Overall, the US has national competitive advantages, and these 
competitive advantages make the US MNCs’ sustainable in terms of O advantages in 
the international market.  
Thus, secondary data corroborate the primary findings, and indicate that Tier 1 
US MNCs have O advantages to win bids for complex projects in the selected road, 
bridge and tunnel sector in Australia.  
5.4.2.3 Summary of analysis of primary and secondary data 
In summary, the symbol  (refer to Equation 4.1) is assigned to US Tier 1 MNCs to 
represent competitive parity between them and at least one of the three tiers of host 
contractors on all Oa and Ot items measured. It also represents their competitive 
advantage over all three tiers of host contractors on at least some of the O (Oa and Ot) 
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5.4.3 Institutional Ownership (Oi) Advantages and Location (L) Advantages 
5.4.3.1 Risk 
5.4.3.1.1 Overview 
This section analyses the perceptions of Tier 1 US MNCs concerning risk in the 
Australian road, bridge and tunnel sector, based on both primary and secondary data. 
Tier 1 US MNCs’ perceptions of risks in Australia are measured relative to all other 
competing host markets of US MNCs. As described before, CAGE items of the asset 
specificity factor, frequency in terms of the availability of projects, and uncertainty 
of doing business in the host market, are the key measures of perception of the risk 
dimension of the L factor. 
5.4.3.1.2 Primary data 
Based on primary data from two Tier 1 US case studies, CAGE distances and the 
perceptions of US MNCs regarding the availability of projects in Australia are 
analysed here. However, case study data are only sufficient to address the 
administrative distance between the US and Australia among the CAGE items of the 
asset specificity element. Again, frequency element in terms of winning projects in 
the Australian sector is able to be measured using primary data. Therefore, this 
section first analyses home/host-induced administrative distance, and then analyses 
the frequency element. 
Table 5.62. Administrative distance between US and Australia*  
Administrative distance Analysed average scores (entry) 
a. Australia’s National Prequalification System Low effect (5) 
b. Level of complexity in administration of projects Low effect (5) 
c. Level of legislation Moderate (4) 
d. Differences across different state jurisdictions in Australia Low effect (5) 
e. Australia’s industrial relations Very high effect (2) 
f. Australia’s taxation system High effect (3) 
g. Expectations of Australian government sector client Moderate (4) 
h. Risk allocation in complex road and bridge projects Low effect (5) 
i. Environmental management requirements Low effect (5) 
j. Community management requirements Moderate (4) 
k. Quality management requirements Very low effect (6) 
l. Health and safety requirements High effect (3) 
Legend: Scale 1 to 7, where 1 represents extremely high effect on entry, and 7 represents extremely 
low effect on entry into host market 
*Note: Refer to Q.25 in Appendix 3.1 
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Table 5.62 summarises the primary data related to the administrative distance 
between the US and Australia. In terms of Australian taxation systems and health and 
safety requirement standards, the risks are assessed as high in Australia by Tier 1 US 
MNCs. However, in terms of most of the attributes of administrative distance, as 
shown in Table 5.62, the risks are measured as low. Overall, the administrative 
distance between the US and Australia is assessed as low. 
With regard to the frequency element, in terms of perceptions of chances of 
winning contracts in new road and bridge projects in the risk dimension, Table 5.63 
indicates that in comparison with other developed countries, Australia is relatively 
attractive to Tier 1 US MNCs. On the other hand, relative to developing countries 
Australia is very attractive to Tier 1 US MNCs. 
Table 5.63. US MNCs’ perception of chances of winning new projects*  
MNC Australia compared with developed 
countries  
Australia compared with developing 
countries  
OR2A Attractive (5) Very attractive (6) 
OR2B Attractive (5) Very attractive (6) 
Legend: Scale 1 to 7, where 1 represents Australia as extremely unattractive and 7 represents Australia 
as extremely attractive 
*Note: Refer to Q.23a in Appendix 3.1 
In summary, due to insufficient primary data, the average risks involved in 
Australia, as perceived by Tier 1 US MNCs, can only be tentative and tend toward 
low. This assessment is again supported by the average responses obtained from the 
two Tier 1 US MNCs, as shown in Table 5.64. Table 5.64 shows the perceptions of 
overall risk in the Australian market, and indicates that the risk in investing in the 
Australian sector of road, bridge and tunnel is moderate, relative to other developed 
countries. However, the perceived overall risk is low in Australia in comparison to 
developing countries. Overall, the risk is assessed as low. 
Table 5.64. Risk perceptions of Tier 1 US contractors relative to developed and 
developing countries* 
MNC Risk in Australia compared to 
developed countries  
Risk in Australia compared to 
developing countries  
OR2A High (3) Moderate (4) 
OR2B Low (5) Very low(6) 
Legend: Scale 1 to 7, where 1 represents extremely high risk, and 7 represents extremely low risk 
*Note: Refer to Q.23c in Appendix 3.1 
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5.4.3.1.3 Secondary data 
Secondary data concerning risks in terms of the US/Australia-induced CAGE 
distances, the frequency or pipeline of projects in Australia, and the uncertainty 
involved in Australia – both in industry and at country level – are reviewed and 
analysed to corroborate and/or complete the picture provided by the primary data. 
These risks are analysed one by one in the following paragraphs. 
The cultural distance between the US and Australia is found to be 0.018, which 
indicates the lowest distance among 68 countries (refer to Appendix 8). Moreover, 
other secondary literature suggests that the US and Australia are culturally similar 
(D’Souza & Peretiatko, 2005). 
With regard to administrative distance, the CPI score and ease of doing business 
score show less significant distance (10% and 3.4%, respectively) between the US 
and Australia (as shown in Table 5.65). Furthermore, secondary reviews concerning 
the regularity environment of the road and bridge industry of the two countries are 
summarised in Table 5.66.  
Table 5.65. Administrative distance between Australia and US: Secondary data 
Indicators Australia US 
Political hostility  




framework high levels of 
policy continuity 
Regularity environment & transparency 
(Source: Euromonitor International, 





A legal system that is 
friendly to business 
 
CPI score, ranked out of 179 countries 
(Source: Transparency International, 
2012) 
84% (Very clean), ranked 
7th  
73%,  ranked 19th  
Doing business 2013 
DTF (%) & ease of doing business ranked 
(out of 185 countries) 
(Source: World Bank report, 2013) 
80.7% , ranked 10th  84.3%, ranked 4th  
Profit tax (%) 
(Source: World Bank report, 2013) 
26 27.6 
 
Table 5.66 suggests that the regularity environment in the two countries is 
almost similar. However, differences are observed in terms of the occupational health 
and safety management standards and regulations needed to secure federal jobs in the 
countries. Overall, the administrative distance between the US and Australia is 
assessed as low. 
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Table 5.66. Distance between the regulatory environment governing road, bridge and 






• The level of regulation is medium  • The level of regulation is high 
Involvement 
authorities 
• Complex, involving all tiers of 
government  
• Generally complex and involves 
several tiers of government 
Accreditation 
standards 
• Key accreditation standards include: 
Occupational Health and Safety 
Management System AS4801 
(OHS00188); Quality System ISO9001 
(QEC14450); and Certified 
Environmental Management System 
ISO14001 (C10336) 
• This accreditation includes the 
standard ISO 9001:1994 and 
specific ISO accreditation for 
specialized applications 




• The Federal Office of the Australian 
Building and Construction 
Commissioner oversees the 
implementation of the National Code of 
Practice for the Construction Industry 
which sets out minimum standards that 
businesses must meet to be eligible to 
undertake projects funded by the 
Australian Government 
• Governmental code officials 
verify the compliance with codes, 
and standards and issue a permit 
to allow construction to begin 
Procurement 
guidelines 
• The public sector procurement 
guidelines currently favour a minimum 
proportion of local involvement on 
publicly funded projects (share of total 
contract value including materials, 
construction, management, and design) 
• In publicly funded projects, 
government procurement 
guidelines generally favour a 
higher level of US content 
Source: IBISWorld industry report (2013a, 2013b) 
The geographical distance between the US and Australia is around 15,600 km. 
Although US is far away from Australia, however, Table 5.67 shows that top Tier 1 
US MNCs are currently set up their business in Australia but in different sectors. 
More than half of the top Tier 1 US MNCs presence in Australia as shown in Table 
5.67 indicates that geographical distance is not the key major issue for US MNCs to 
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Name of the US 
Contractors  
Australian NPS (2012) 
listed prequalified road & 
bridge contractor 
Present in Australia, but 
not in RBT sector  
1 Bechtel No Yes, LNG, mining, power 
plant projects 
2 Kiewit Corp. No Yes 
3 Flour Corp. No Yes 
4 The Walsh Group No No 
5 Granite Construction Inc. No No 
Note: Based on 2011 contracting revenue from transportation, as reported in ENR’s survey of leading 
contractors and design firms 
Source: Contractors’ websites and NPS (2012) 
With respect to the economy, as shown in Table 5.68, GDP per capita is higher 
in the US than Australia. However, Table 5.68 also shows that the difference in 
expenditure vs. income ratios between the countries is quite small. Furthermore, 
Figure 5.10 shows that consumer expenditure by sector (% of total expenditure) is 
almost similar. Overall, the economic distance between the US and Australia is 
measured as low. 
Table 5.68. Economic distance between Australia and US: Secondary data  
Economic Indicators Australia US 
GDP per capita (USD, current PPPs) 39 692.06 47 131.95 
 
Per capita annual disposable income, USD (2009) 24 982 33 886 
Per capita annual disposable expenditure, USD (2009) 23 383 32 051 
Ratio of expenditure & income 93.63% 94.58% 
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Consumer expenditure by sector (% of total 
expenditure) in Australia (2009) 
Consumer expenditure by sector (% of total 
expenditure) in US (2009) 
  
Figure 5.10. Consumer expenditure by sector (as % of total expenditure): Australia vs. 
US 
Source: Euromonitor International (2010a and 2010c) 
Legend: 
housing         household goods & services       health goods & services      transport           
communications       leisure & recreation        education        hotels & catering       miscellaneous 
goods & services       food & nonalcoholic beverages        alcoholic beverages  & tobacco       clothing 
& footwear 
In regards to the frequency element in terms of the pipeline of projects in 
Australia, secondary data were summarized earlier in Table 5.32. This table indicates 
that projects are available in the Australian road, bridge, and tunnel sector for foreign 
MNCs. However, it does not provide any information regarding the capability of US 
Tier 1 MNCs to win these projects. 
With respect to the uncertainty involved in the Australian market, Table 5.33 
(presented earlier) shows moderate to high risk in the road and bridge industry in 
Australia. On the other hand, uncertainty concerning country risk ratings in Australia 
is assessed as low, as shown in Table 5.69. Moreover, Table 5.69 indicates that 
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85.36 74.5 85.65 77.63 9.79 10 9.75 
US (15th ) 81.6 60.67 85.25 78.35 10 10 10 
Source: ECR (2011) 
In summary, secondary data analysis strongly suggests that the risk in the 
Australian market is low across all of the elements in terms of asset specificity, 
frequency and uncertainty.  
5.4.3.1.4 Summary of risk 
Due to gaps in primary data in respect of measuring cultural distance, geographic 
distance and economic distance between the countries, and in terms of assessing 
perception regarding the uncertainty element of risk dimension in the Australian 
market, secondary data has played an important role. Moreover, secondary data 
corroborates with the primary data. In summary, the perception of Tier 1 US MNCs 
analysed in this section indicates less risk in the sector of road, bridge and tunnel in 
Australia. 
5.4.3.2 Return 
5.4.3.2.1 Primary data  
Using primary data from the two Tier 1 US MNCs, this section analyses the 
perceptions of return or threats to profit available in the road, bridge and tunnel 
sector in Australia, relative to MNCs’ home (US) market and potential developed 
and developing host market locations. 
First, an average assessment is made regarding threats to profit in the road and 
bridge sector of the US market based on two Tier 1 US case study contractors’ 
views. Table 5.70 summarises this US market analysis. Then, threats to profit in the 
Australian road, bridge and tunnel sector are analysed and summarized in Table 5.71. 
Here, the differences in available return can be observed between the host and home 
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market. Similarly, returns available from Australia vis-à-vis other competing markets 
are measured from the perceptions of two Tier 1 US MNCs.  
Table 5.70. US MNCs’ view of threats to profit in their own home market*  
Porter’s five 
forces 
Factors (based on questions) Responses on 1 










• Range of procurement approaches among 
rivals 
• Very similar (2) 
• Transparency of tender prices • Moderate (4) 
Entry • Economies of scale • Moderate (4) • High 
• Clients’ views in terms of  reputation • Very loyal (2) 
• Access to key labour, plant and equipment, 
and material resources (including new 
entrants) 
• Easily available 
(3) 
• Experience requirements (level of experience 
& local knowledge is required) 
• High (3) 
• Relationships-specific investments • High (3) 
• Government protection (Polices favour local 
contractors) 
• Moderate (4) 
• Predatory behaviour (history of acting 
aggressively to drive new entrants) 
• High (3)  
Substitutes & 
Complements 
• Demand for new road and bridge construction • Very high (6) • Low 
Buyer Power • Scope for clients/government to take over 
contractors 





• Scope for subcontractors and/or suppliers to 
take over contractors 




*Note: Refer to Qs.13a to m in Appendix 3.1 
The US market analysis, as shown in Table 5.71, indicates high rivalry among 
the Tier 1 MNCs, and this creates high threats to profit. For a new entrant in the US 
market, the entry barrier is low and so there are high threats to profit. Table 5.71 also 
shows that the infrastructure upgrade demand in the US is increasing and, therefore, 
threats to profit are low. In terms of both buyer power and supplier power, threats to 
profit in the US are perceived as moderate. Overall, the returns from the US road, 
bridge and tunnel sector are assessed as low to moderate. 
On the other hand, the top Tier 1 US MNCs perceived that moderate returns 
are available in Australia, as shown in Table 5.71. There is a lack of primary data to 
surface the substitute and complements force.  
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Table 5.71. US case study contractors’ view of threats to profit in the host country*  
Porter’s five 
forces 




Internal Rivalry a. Level of internal rivalry in Australia High (3) Moderate 
Entry b. Ease of entry Moderate (4) Moderate 
Substitutes & 
complements 
NA NA NA 
Buyer Power c. Contractor-client power balance in 
Australia 
Moderate (4) Moderate 
Supplier Power d. Contractor-subcontractor power 
balance in Australia 
High for contractor 
(3) 
Low 
e. Contractor-supplier power balance in 
Australia 
High for contractor 
(3) 
*Note: Qs.14a to e in Part 1 of the case study questionnaire (as shown in Appendix 3.1) 
In brief, based on the perceptions of the Tier 1 US MNCs concerning return, 
this section shows that the availability of return in Australia is moderate, or at least 
similar to that in the US. However, the analysis also shows that returns in Australia 
are very high in comparison to other developed and developing countries, and this is 
shown in Table 5.72.  
Table 5.72. US MNCs’ perception: Return available in Australia relative to developed 
and developing countries* 
MNCs  Compared with developed countries Compared with developing countries  
OR2A Very high (6) High (5) 
OR2B Very high (6) Extremely high (7) 
Legend: 7‐point semantic differential scale: 1 represents an extremely low return and 7 represents an 
extremely high return 
*Note: Refer to Q.23b (Appendix 3.1) 
5.4.3.2.2 Secondary data  
This section reviews and analyses secondary data to confirm the primary data 
concerning returns available in the US and Australia. Secondary data concerning 
returns available in the road, bridge and tunnel sector in the US are identified, and 
are summarized in Table 5.73. On the other hand, secondary data related to the road 
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Table 5.73. Five forces analysis of the US road and bridge industry 
Porter’s five 
forces 




• The road, bridge and tunnel construction industry is 
characterized by a high level of competition on both a regional 
and national basis, and across all scales of operation. 
•  The trend toward major contractors entering into joint-venture 
arrangements on large-scale projects tends to stabilize 
competitive pressures at the top end of this market. 
• The geographically dispersed nature of bridge, tunnel and 
elevated highway construction activity reduces the capacity for 
economies of scale. (Source: IBISWorld Industry Report, 
2013b, p. 23) 
Internal 
Rivalry 
Entry • “There are no significant barriers to entry into this industry 
given that the technical and professional aspects of the services 
provided in the industry do not require large up-front capital 
investment. The diverse scale and geographic dispersal of 
contracts also helps to keep barriers low.” (Source: IBISWorld 




• “Much of the country's physical infrastructure is in need of 
improvement, with congested roads and airways.” (Source: BMI 
2011b, p.10) 
• “A 2009 report by The American Society of Civil Engineers 
(ASCE) shone a spotlight onto the poor existing state of US 





Buyer Power • “Buyer power in the US industry is assessed as moderate.” 





• Suppliers will have to compete heavily on price to assure 
contracts. Furthermore, the surge in commodities’ demand from 
developing markets has seen rises in the price of raw materials, 
intensifying competition amongst suppliers. There are typically 
larger numbers of sub-contractors with the necessary skills to 
complete projects, which puts them in a weaker position. 
Supplier power in this industry is assessed as moderate overall. 




With regard to the available return in the road, bridge and tunnel sector in the 
US, Table 5.73 indicates moderate to low return. This finding supports the primary 
findings. In contrast, secondary data analysis in Table 5.40 shows that high return is 
available in the Australian market. This finding partly confirms the Tier 1 US 
MNCs’ perceptions of return available in Australia.  
In summary, secondary data shows that the returns available in the Australian 
road, bridge and tunnel sector are tending towards high, relative to the US. Hence, 
this corroborates the primary data. 
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5.4.3.2.3 Summary of return 
Overall, primary data is corroborated with the secondary data and indicates that 
moderate to high returns are available from the Australian road, bridge and tunnel 
sector, relative to the US market vis-à-vis other markets. 
5.4.3.3 Reconciling risk and return  
This section reconciles the Tier 1 US contractors’ perceptions of risks and available 
return from the Australian market. More specifically, this section justifies how much 
the available return from the Australian market can outweigh the investment risks or 
set-up costs in Australia and, again, relative to all other potential developed and 
developing countries. These perceptions are summarised in Table 5.74. 
Table 5.74. Risk and return: US case study contractors’ view of risk and return in host 
market relative to all other competing locations*  
MNC Compared to developed countries Compared to developing countries 
OR2A Return (6, very high) >Risk (3, high) Return (5, high)>Risk (4, moderate) 
OR2B Return (6, very high) >Risk (5, low) Return (7, extremely high) >Risk (6, very low) 
Legend: Return on 7‐point semantic differential scale: 1 represents extremely low return and 7 
represents extremely high return; Risk on 7-point semantic differential scale: 1 represent extremely 
high risk and 7 represents extremely low risk 
*Note: Refer to Qs.23b & c (Appendix 3.1) 
Compared to developed countries, Table 5.74 indicates that there are some 
risks in Australia’s road, bridge and tunnel sector; however, the available returns in 
Australia are high enough to offset these risks. On the other hand, compared to 
developing countries, risks are low in Australia, and the available returns are very 
high. Overall, Tier 1 US MNCs perceived that returns are higher than risk in 
Australia to deliver projects above AUD 50 million in the focal sector. 
5.4.3.4 Summary of analysis of primary and secondary data 
In summary, the symbol  is assigned to US Tier 1 contractors, and shows that US 
MNCs possess Oi and L advantages in Australia.  
5.4.4 Internalization (I) Advantages 
5.4.4.1 Primary data 
Similar to Spanish Tier 1 contractors, US Tier 1 contractors confirm that to deliver a 
complex project related to management and construction of road, bridge and tunnel 
 Chapter 5: Analysis of Case Studies 
 223 
in the host country, licensing or exporting is not possible. These views are 
summarized in Table 5.75, and are consistent with the assumptions of the theoretical 
framework and research propositions.  
Table 5.75. US MNCs’ views regarding the possibilities of licensing or exporting to local 
clients in the host market* 
MNC Possibility of licensing in an overseas 
market to deliver projects related to 
the management of construction of 
major roads, bridges and tunnels 
Possibility of exporting to an overseas 
market to deliver projects related to 
the management of construction of 
major roads, bridges and tunnels 
OR2A No No 
OR2B No No 
*Note: Refer to Q.21& Q.22 (Appendix 3.1) 
Table 5.76 summarises the primary data concerning the question of how much 
internalization is needed by Tier 1 US MNCs in order to manage projects, including 
the host market’s supply chain.  
Table 5.76. Two Tier 1 US MNCs’ views regarding the supply chain in Australia* 




OR2A a. Availability & performance of 
critical subcontractors & 
suppliers 
Very significant (2) Positive Encouraged (3) 
OR2B Very significant (2) Positive Encouraged (3) 
OR2A b. Contractual relationships with 
critical subcontractors & 
suppliers 
Very significant (2) Positive Encouraged (3) 
OR2B Very significant (2) Positive Encouraged (3) 
Legend: Possible effect on delivery of Australian projects: 1 represent extremely significant effect and 
7 represents extremely insignificant effect; Investment decision in Australia: 1 represent extremely 
encouraged and 7 represents extremely encouraged 
*Note: Qs.19a &b in Part 1 of the case study questionnaire (as shown in Appendix 3.1) 
The analytical result in Table 5.76 indicates that Tier 1 US MNCs have 
positive views regarding the Australian market’s supply chain, and this encourages 
them to bid in Australia. The overall perceptions of Tier 1 US MNCs concerning I 
variable is summarised in Table 5.77, which indicates high I advantages of the US 
MNCs in Australia, vis-à-vis other competing countries.  
Table 5.77. I advantages of Tier 1 US MNCs in Australia relative to other countries* 
MNC Compared to developed countries  Compared to developing countries  
OR2A High advantage (6) Moderate (4) 
OR2B Advantage (5) High advantage (6) 
Legend: 7‐point semantic differential scale, where 1 represent extreme disadvantage and 7 represents 
extremely advantage 
*Note: Q.23d in Part 1 of case study questionnaire (as shown in Appendix 3.1) 
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5.4.4.2 Summary 
In summary, the symbol  is assigned to US Tier 1 MNCs in terms of I advantages 
in the road, bridge and tunnel sector in Australia. 
5.4.5 Attractiveness: Dependent Variable 
5.4.5.1 Primary data: Overall attraction – potential and planned FDI (t+1) 
The overall attractiveness of the Australian market perceived by the two Tier 1 US 
MNCs is summarized in Table 5.78.  
Table 5.78. Tier 1 US MNCs’ perception of overall attractiveness of Australian market 
relative to other countries* 
MNC Compared to developed countries  Compared to developing countries  
OR2A  Very attractive (6) Very attractive (6) 
OR2B Very attractive (6) Very attractive (6) 
Legend: 7‐point semantic differential scale, where 1 represents Australia as extremely unattractive and 
7 represents Australia as extremely attractive 
*Note: Refer to Q.23e in Appendix 3.1 
The average response in Table 5.78 indicates that Tier 1 US MNCs perceive 
the Australian road, bridge, and tunnel sector is very attractive, relative to all other 
competing developed and developing countries.  
5.4.5.2 Secondary data on actual FDI (in t and in t+1) 
This section reviews secondary data to uncover the Tier 1 US MNCs’ actual FDI in 
Australia. One of the US MNCs (Flour Australia Pty Ltd) was listed in NPS (2010) 
as a prequalified road and bridge contractor; however, this company was not listed in 
NPS (2012). As shown earlier (in Table 5.67), among the top five Tier 1 US 
contractors (based on transport revenue greater than USD 1.5 billion), three 
contractors are currently in Australia, although working in other sectors (such as 
mining) and/or similar sector but involved in different activities (such as design and 
engineering). However, the presence of these Tier 1 US MNCs in Australia suggests 
that the country is attractive to them, and they can bid for complex Australian 
projects in the road, bridge and tunnel sector if they wish.  
5.4.5.3 Summary 
In summary, secondary data support the primary data; hence, the symbol  is given 
to the US Tier 1 MNCs in both FDI.  
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5.4.6 Summary of US Case Study 
5.4.6.1 Overall analysis 
This section summarises the overall findings in terms of testing the effect of the OLI 
factors on the attractiveness of the host market (as an upstream proxy of the DV FDI) 
perceived in the case of US MNCs, along with their actual FDI into this host market, 
as shown in Table 5.79.  









I advantage FDI 
Planned 
FDI 
(t & t+1) 
Actual FDI 
(t+1) 
US      
 
Table 5.79 shows that Tier 1 US MNCs are given the  symbol  across all host 
market related factors. More specifically, it strongly suggests that Tier 1 US MNCs 
have sufficient O (Oa and Ot) advantages, Oi and L advantages and I advantages to 
deliver complex projects over AUD 50 million in the road, bridge and tunnel sector 
in Australia. Furthermore, Table 5.79 shows that the patterns of IVs match the 
patterns of DV(FDI).  
5.4.6.2 Motivation assumptions 
With regard to overseas business motivation, the average responses obtained from 
two Tier 1 US MNCs are summarized in Table 5.80. The first row of this table 
strongly recommends that Tier 1 US MNCs are mainly profit seekers (MS and ES). 
This further suggests the consistency of the assumptions made in the theoretical 
framework and propositions of this research. Moreover, seeking learning 
opportunities and resources is less than 50% of their total motivation; this is 
consistent with the assumptions made in Chapter 3 that FDI problem in the context 
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Table 5.80. Overseas business motivation of US Tier 1 MNCs*  
Overseas business motivation  Average (OR2A & 
OR2B) 
To seek highest ratio of return on investment; and to seek additional work 
to offset spare or underutilised capacity in the US 
90% 
To seek learning opportunity from overseas (host) market; and to seek to 
secure resources/outputs from overseas projects to be used as inputs into 
projects in the US and/or in other overseas locations 
10% 
Total 100% 
*Note: Q.28 in Part 1 of case study questionnaire (as shown in Appendix 3.1) 
5.5 JAPAN CASE STUDY (IR3A; IR3B; AND IR3C): HOME COUNTRY 
INSIDE AUSTRALIA’S REGION 
5.5.1 Introduction 
This section analyses the data of the three top Tier 1 Japanese MNCs based on 
multiple sources of evidence comprising a case study questionnaire and secondary 
data. In doing so, the analyses’ results test the effect of OLI variables (IVs) on the 
attractiveness of the Australian road, bridge and tunnel sector perceived in the case 
of Japanese MNCs, along with their actual FDI into this host market. 
5.5.2 Ownership (Oa and Ot) Advantages 
5.5.2.1 Primary data 
This section analyses primary data in order to assess the O (Oa and Ot) advantages of 
the three Tier 1 Japanese MNCs, relative to the same attributes measured in all three 
tiers of host market contractors. 
A radar map, as shown Figure 5.11, is developed based on the primary data 
concerning technical and management attributes in providing services in the 
Australian market. These technical and management attributes are derived from a 
number of perspectives: logistical perspectives; research investment and innovation 
capabilities; procurement approaches in terms of value ranges and experiences; and 
financial attributes in terms of the firm’s ability to raise finance and its tolerance to 
financial loss in delivering a project in the Australian market related to road 
construction, reconstruction and widening, and bridge construction over AUD 50 
million. Similar to other case studies, and in accordence with the guidelines set in  
Section 4.5.3.1, the average response representing the three Tier 1 Japanese MNCs 
for each items in the radar map is recorded on a 7-point Likert-like scale. Tables 5.81 
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-5.87 (inclusive) show these developed scales under each of the key factors 
pertaining to the O factor. 
Table 5.81. Scale development for accessibility of key resources: Based on Japanese 
case study* 
No Accessibility to key resources Ranges of scale: 
1: Severe shortage                                        7: Plentiful supply 
Normalised score 1 2 3 4 5 6 7 
1 Key subcontractors        
 Raw scores (avg. of each local 
tier) <3.5 3.5 4 4.5 5.75 7 >7 
 Local tiers’ scale  T3  T2  T1  
 Japanese MNCs’ score (See 
Section 4.5.3.1.1)   4     
2 Key suppliers        
 Raw scores (avg. of each local 
tier) <3.5 3.5 4.25 5 6 7 >7 
 Local tiers’ scale  T3  T2  T1  
 Japanese MNCs’ score (See 
Section 4.5.3.1.1)   4     
3 Skilled labour        
 Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 4.75 5.5 >5.5 
 Local tiers’ scale  T2  T3  T1  
 Japanese MNCs’ score (See Section 4.5.3.1.1)    4    
4 Unskilled labour        
 Raw scores (avg. of each local tier) <4 4 4.5 5 5.5 6 >6 
 Local tiers’ scale    T2  T3, T1  
 Japanese MNCs’ score (See Section 4.5.3.1.1)    5    
5 Key plant & equipment        
 Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 5 6 >6 
 Local tiers’ scale  T2  T3  T1  
 Japanese MNCs’ score (avg.)      6  
6 Key materials        
 Raw scores (avg. of each local tier) <3 3 4.25 5.5 6.25 7 >7 
 Local tiers’ scale  T3  T2  T1  
 Japanese MNCs’ score (avg.)   4     
*Note: Refer to Q.3 & Q.4 in Appendix 3.1 




Research & development Ranges of scale: 
 
1: Low                                                                            7: High 
Normalised score 1 2 3 4 5 6 7 
7 R&D        
 Avg. of each local tier (AUD, thousands) <5 5 252.5 500 2750 5000 >5000 
 Local tiers’ scale   T3   T2   T1   
 Japanese MNCs’ score (avg.)       100,000 
*Note: Refer to Q.5 in Appendix 3.1 
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Table 5.83. Scale development for procurement service (road & bridge): Based on 




Procurement services (Typical 
contract sum in Road & Bridge 
projects, AUD, mills.) 
Ranges of scale: 
 
1: Low                                                                          7: High 
Normalised score 1 2 3 4 5 6 7 
8 Construct Only (CO)        
 Raw scores (avg. of each local tier) (mils.) 
<62.5 62.5 84.4 106.3 428.2 750 >750 
 Local tiers’ scale  T3  T2  T1  
 Japanese MNCs’ score (avg.)   87.12     
9 Design & Construct (D&C)        
 Raw scores (avg. of each local tier) (AUD, mills.) 
<50 50 131.3 212.5 456.3 700 >700 
 Local tiers’ scale  T3  T2  T1  
 Japanese MNCs’ score (avg.)   104.53     
10 Design, Construct, Operate & Maintain (DCO&M) 
       
 Raw scores (avg. of each local tier) (AUD, mills.) 
<50 50 100 150 575 1000 >1000 
 Local tiers’ scale  T3  T2  T1  
 Japanese MNCs’ score (avg.)   87.08     
11 Contractor Finance        
 Raw scores (avg. of each local tier) (AUD, mills.) 
<137.
5 
137.5 331.3 525 762.5 1000 >1000 
 Local tiers’ scale  T3  T2  T1  
 Japanese MNCs’ score (avg.)  34.83      
*Note: Refer to Q.3 & Q.5 in Appendix 3.2 
Table 5.84. Scale development for procurement service (tunnel): Based on Japanese 




Procurement services (Upper 
level contract sum in tunnel 
projects, AUD, mills.) 
Ranges of scale: 
 
1: Low                                                                          7: High 
Normalised score 1 2 3 4 5 6 7 
12 Tunnel: T1        
 Raw scores (avg. of each local tier) (mils.) <12.5 12.5 162.5 312.5 718.8 1125 >1125 
 Local tiers’ scale   T3   T2   T1   
 Japanese MNCs’ score (avg.)   104.54     
13 Tunnel: T2        
 Raw scores (avg. of each local tier) (mils.) NA 1 213 425 775 1125 >1125 
 Local tiers’ scale T3     T2   T1   
 Japanese MNCs’ score (avg.)   104.54     
14 Tunnel: T3        
 Raw scores (avg. of each local tier) (mils.) NA 1 282 563 844 1125 >1125 
 Local tiers’ scale T3, T2     T1   
 Japanese MNCs’ score (avg.)   52.3     
*Note: Refer to Q.4 & Q.5 in Appendix 3.2 
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Experiences in services (No. 
of years in road & bridge 
projects) 
Ranges of scale: 
 
1: Low                                                                                      7: High 
Normalised score  1 2 3 4 5 6 7 
15 Construct Only (CO)        
 Avg. of each local tier (yrs.) <5 5 10 15 20 >20 >25 
 Local tiers’ scale      T1,T2,T3  
 Japanese MNCs’ score (avg.)      >20  
16 Design & Construct (D&C)        
 Avg. of each local tier (yrs.) <7.5 7.5 11.25 15 17.5 >20 >25 
 Local tiers’ scale  T3   T2   T1   
 Japanese MNCs’ score (avg.)      >20  
17 Design, Construct, Operate & Maintain (DCO&M)        
 Avg. of each local tier (yrs.) NA 1.0 4.25 7.5 8.75 10 >10 
 Local tiers’ scale T3     T2   T1  15 
 Japanese MNCs’ score (avg.)    6    
18 Contractor Finance        
 Avg. of each local tier (yrs.) NA 1.0 3.25 5.5 7.50 10 >10 
 Local tiers’ scale T3     T2   T1   
 Japanese MNCs’ score (avg.)   3.75     
Note: Refer to Q.6 in Appendix 3.2 




Managerial & technical staff Ranges of scale: 
1: Low                                                                                    7: High 
Normalised score 1 2 3 4 5 6 7 
19 Staff        
 Avg. Of each group (persons) <200 200 1,113 2,025 3,513 5,000 >5,000 
 Local tiers’ scale   T3   T2   T1   
 Japanese MNCs’ score (avg.)       17,500 
*Note: Refer to Q.7 in Appendix 3.2 




Financial capability (AUD, 
mills.) 
Ranges of scale: 
 
 
Normalised score 1 2 3 4 5 6 7 
20 Raise the level of finance 1: Extremely difficult                                    7: Straight forward 
 Raw scores (avg. of each local tier) NA 1.0 1.25 1.5 1.75 2 >2 
 Local tiers’ scale   T3   T2  T1   
 Japanese MNCs’ score (avg.)       4.33 
21 Loss of this financial amount 1: Negative impact                                        7: Negligible impact 
 Raw scores (avg. of each local tier) (impact) NA 1.0 1.25 1.5 1.75 2 >2 
 Local tiers’ scale   T3   T2   T1   
 Japanese MNCs’ score (avg.)      2  
22 Annual turnover 1: Low                                                                                  7: High 
 Avg. of each local tier (AUD, mills) <275 275 594 912.5 1,206 1,500 >1500 
 Local tiers’ scale   T3   T2   T1   
 Japanese MNCs’ score (avg.)     1,250   
*Note: Refer to Q.6 in Appendix 3.1 & Q.8 in Appendix 3.2  
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The radar map (as shown in Figure 5.11) indicates that the average score of 
three Tier 1 Japanese MNCs is higher, or at least equal to, at least one of the three 
tiers of host market contractors across all items pertaining to the O factor. Moreover, 
the radar map indicates superior capabilities of the three Tier 1 Japanese MNCs, 
relative to all of the local tiers of contractors in the following items: 
 Key plant and equipment; 
 Research and investment; 
 Management and technical staffs; and  




Legend: ‘CO’ represents procurement type ‘Construct Only’; ‘D&C’ represents procurement type 
‘Design & Construct; ‘DCO&M’ represents procurement type ‘Design, Construct, Operate & 

































Tier 1: Host market Contractors
Tier 2: Host market Contractors
Tier 3: Host market Contractors
Figure 5.11. Radar map of O advantage: Japanese vs. Australian contractors in Australian 
market 
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Table 5.88. Oa and Ot advantages: Quotations from interviews with the three Tier 1 
Japanese MNCs*  
Case study Quotation 
Research and 
development 
• “Always maintained significant investment in technology, from Dango times, of 
around 2-5% of turnover in Japan.” (Source: IR3A) 
Technological 
skills 
• “Proprietary systems for construction and certain patented systems – e.g. 
earthquake engineering. Unfortunately, there is not much opportunity to use 
these in Australia due to mentioned barriers.” (Source: IR3A) 
Financial 
guarantees 
• “Very strong relationship with bank, government implicit support both overseas 
and in Japan.” (Source: Case IR:3A) 
• “Strong financial position in Japan and strong link with banks.” (Source: IR3B) 
Common 
attributes of 
all Tier 1 
Japanese 
contractors 
• “Japanese companies’ take a long term view and develop their business and 
expertise carefully, therefore the Big 6 all have similar profiles but are 
differentiated by certain expertise – e.g. Nishimatsu in tunnelling and this is 
often based on the reputation of one or two key people. Lifetime employment is 
also common. Hence, those outside of the big 6 find it difficult to compete.” 
(Source: IR1A) 
• “Big six have been established over 100 years so others cannot break in.” 
(Source: IR3A) 
*Note: Refer to Q.5b, Q.7, Q.9j, Q.11 and Q.12 (Appendix 3.1) 
Table 5.88 supports the competitive advantages of the three Tier 1 Japanese 
MNCs on above attributes. Besides these advantages, Table 5.88 shows high 
technological skills of Japanese MNCs. Table 5.88 further suggests that the big six 
contractors have similar competitive profiles but differentiated expertise; for 
example, Nishimatsu is highly skilled in tunnelling, while the other contractors 
specialize in different fields. This is again consistent with the primary data, as shown 
in Table 5.89. 
Table 5.89. O advantages possessed by all Tier 1 Japanese MNCs*  
O advantages possessed by all domestic rivals Uniqueness Costly to imitate 
Accessibility to key resources Very high  (6) Very high  (6) 
Research and development investment Very high  (6) Very high  (6) 
Finance/bidding tolerance High  (5) High  (5) 
Road: Profile of service/procurement categories Very high  (6) Very high  (6) 
Tunnel: Profile of service/procurement categories  Very high  (6) Very high  (6) 
Experience in service/procurement categories Very high  (6) Very high  (6) 
Turnover High  (5) High  (5) 
Legend: Uniqueness scale 1 to 7, where 1 represents ‘possessed by virtually all main rivals’ (i.e. 
uniqueness is extremely low) and 7 represents ‘almost unique to your firm’ (i.e. uniqueness is 
extremely high); Costly to imitate scale 1 to 7, where 1 represents ‘Straightforward to imitate’ (i.e. 
cost is extremely low) and 7 represents ‘costly to imitate’ (i.e. cost is extremely high) 
*Note: Refer to Q.9 in Appendix 3.1 
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Figure 5.12. Radar map of aggregated O advantage based on key factors: Japanese vs. 
Australian contractors in Australian market 
Again, by taking the average values of all of these attributes (Table 5.11) under 
each of the key perspectives, an aggregated radar map (as shown in Figure 5.12) is 
developed. This radar map indicates that Tier 1 Japanese MNCs have competitive 
parity with at least one of the three tiers of host market contractors on all Oa and Ot 
items measured, and a competitive advantages over all three tiers of host contractors 
on at least some of the Oa and Ot items relating to project size and complexity.  
5.5.2.2 Secondary data  
This section reviews secondary data literature concerning firm-specific O advantages 
of all Tier 1 Japanese contracting firms, as well as the Japanese construction 
industry, to support primary data and to perceive the overall O (Oa and Ot) 
advantages possessed by all top Tier 1 Japanese contracting firms comparative to 
domiciled Australian contractors. This section again reviews secondary data 
concerning the CSAs of Japanese MNCs in terms of the factor endowments, demand 
conditions, related and supporting industry, and government policies in order to 
assess how much this national competitiveness enhances the firm-specific 
competitiveness of Japanese MNCs. 
Table 5.90 summarises the Japanese contractors’ firm-specific O (Oa and Ot) 



















Tier 1: Host market Contractors
Tier 2: Host market Contractors
Tier 3: Host market Contractors
Japanese Contractors
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primary findings in terms of the competitive advantages of Japanese MNCs in 
research investment and financial capability.  
Table 5.90. Firm-specific O (Oa and Ot) advantages of Japanese MNCs: Secondary data 
O 
advantages 
Review of secondary literature 
Financial 
ability 
• “The mainstream of the Japanese economy remains cashed up, both in terms of 





• “Research is considered vital to a firm's long-term growth and success. The Japanese 
construction industry as a whole invests an average of 0.5 percent of its gross sales 
(approximately $2.5 billion per year) in R&D.” (Source: Tucker, 1992, p.31) 
 
• “Most construction technology and management research in Japan occurs in the 
labouratories of its largest construction firms, which dominate the domestic market, 
and is mandated to some extent by the government as an investment of part of these 
firms’ income. The contractors also support financially university research programs, 
as well as demonstration projects to test foreign technologies and see whether they are 
applicable in Japanese context.  These R&D and deployment efforts represent a level 
of effort that is unmatched internationally: with a ratio R&D / sales of 0.6%, Japanese 
contractors are well above Bouygues, Vinci, Strabag, Hochtief or Skanska (where it 
varies between 0% and 0.2%).” (Source: Impulse Partners, 2012, p.3) 
 
• “Japanese companies pride themselves at being at the forefront of innovation, 
spending 3.5 per cent of GDP in on R&D in 2006, compared with only 2.6 per cent in 
the US.” (Source: Austrade, 2011) 
 
Table 5.91 summarises secondary data concerning the country-specific 
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Table 5.91. Country related O advantages: Japan vs. Australia 





1. Factor condition 
• Average labour force 
participation in construction 
service (% of total labour force) 
• R&D expenditures (% of GDP) 
• Financial market development 
• Literacy rate 
• Labour market efficiency 
• Goods’ market efficiency 
• Technological readiness 
 
• 8.6%  
 
 
• 3.33 %  
• 4.6 (out of 7) 
• 99%  
• 4.9 (out of 7) 
• 5 (out of 7) 





• 2.21 %  
• 5.4 (out of 7) 
• 99%  
• 4.6 (out of 7) 
• 4.9 (out of 7) 











2. Demand condition 
• Market size  
• Construction industry value (% 
of GDP) 
• Business sophistication 




• 6.1 (out of 7) 
• 6% 
 
• 5.8 (out of 7) 
• 33,198 per 
capita  
• 5.5 (out of 7) 
 
• 5.1 (out of 7) 
• 6.8% 
 
• 4.9 (out of 7) 
• 39,873.5  
 









3. Related & supporting industry 
• Producer Price Indices (PPI): 
manufacturing (Average annual 
growth %) 
• Industrial production growth rate 
(%) 
• Quality of  overall infrastructure  
• Local supplier quantity 
• Local supplier quality 
 
• -0.2%  
 
 
• 15.5 %  
 
• 5.9 (out of 7) 
• 6.2 (out of 7) 
• 6.1 (out of 7) 
 
• 1.6%  
 
 
• 3.5 %  
 
• 5.7 (out of 7) 
• 4.9 (out of 7) 











4. Strategy, structure & rivalry 
• General labour cost per hour, 
including overheads 
(construction) 
• Intensity of local competition 
 
• 21 USD 
 
 
• 6 (out of 7) 
 
• 40 USD 
 
 







Secondary data in Table 5.91 indicate that overall Japanese investment in the 
R&D sector is high. Table 5.91 also indicates that Japan has a large and highly 
sophisticated consumer market, which influences Japanese firms in providing 
innovative product. Besides this factor, a higher industrial production growth rate, 
good infrastructure, and the quality and size of local suppliers make for a strong 
related and supported industry in Japan. Overall, these CSAs accelerate the growth 
and competitiveness of Japanese firms in the domestic market as well as in the 
international construction market. 
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Based on the secondary data (as shown in Table 5.91), a competitive map of 
Japan and Spain’s CSAs was developed (Figure 5.13), by aggregating the score of 
attributes under each of the four conditions. The detailed calculations are given in 
Appendix 7. 
 
Figure 5.13. Porter’s diamond model: Japan vs. Australia 
Figure 5.13 indicates that the competitive CSAs of Japan are good across all of 
the conditions, with the exception (only) of related and supported industry. 
Thus, secondary information strongly corroborates the primary findings, and 
indicates that Tier 1 Japanese MNCs have Oa and Ot advantages in Australia to win 
bids for complex projects in the road, bridge and tunnel sector.  
5.5.2.3 Summary of analysis of primary and secondary data 
In summary, the symbol  (refer to Equation 4.1) is assigned to Japanese Tier 1 
MNCs to represent competitive parity between them and at least one of the three tiers 
of host contractors on all Oa and Ot items measured. It also represents their 
competitive advantage over all three tiers of host contractors on at least some of the 
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5.5.3 Institutional Ownership (Oi) Advantages and Location (L) Advantages 
5.5.3.1 Risk 
5.5.3.1.1 Primary data 
With reference to Section 4.5.3.2.2.1, this section analyses the Tier 1 Japanese 
MNCs’ perceptions of risks in the Australian market, relative to all other competing 
host markets using primary data. However, due to lack of primary data, this section 
only surfaces cultural and administrative distances between Japan and Australia 
among the CAGE items of the asset specificity element. Again, frequency element in 
terms of winning projects in the Australian sector is able to be measured using 
primary data. Therefore, this section first analyses home/host-induced cultural and 
administrative distance, and then analyses the frequency element. 
Table 5.92 summarises the three Tier 1 Japanese MNCs’ perceptions of the 
cultural issues related to Australia. It suggests that there is a significant cultural 
distance between Japan and Australia. This cultural distance creates a costly adaption 
to the host market’s culture and norms for the Japanese MNCs. This view is again 
consistent with the comments made by Tier 1 Japanese MNCs during case study 
interviews; these are quoted in Table 5.93.  









• “Japanese contractors tend to take their own staff to work overseas. Although 
this maintains the Japanese system, it does not facilitate the integration of the 
workforce nor the development of long-term relations, especially as many 
educated Japanese managers still have poor English and a weak understanding of 
other cultures. Also, Australian contractors are seen as aggressive, likely to take 
advantage and claims conscious. This has never been a characteristic of Japanese 
life – harmony is sought and face – and so the learning curve is considered to be 




• “Australians have a different management style to which Japanese are not used 
or familiar. They also have strong labour unions which is threatening and 
intimidating to Japanese contractors.” (Source: IR3A) 
 
 
Table 5.93 summarises the analysed administrative distances between Japan 
and Australia. In terms of the level of complexity in project administration, industrial 
relations, risk allocation in complex road and bridge projects, and the lack of 
available subcontractors in the host market, the perceived distances are assessed as 
very high. Some of these administrative items – such as expectations of the 
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Australian government sector client, and a lack of comparable local contractors to 
make partner and community management requirements – are innate cultural issues, 
as perceived by the Tier 1 Japanese MNCs quoted in Table 5.93.  
Table 5.93. Administrative distance between Japan and Australia*  
Administrative distance Effect on entry 
(Average) 
Quotations 
a. Australia’s National Prequalification 
System 
Low (5) “Not really an issue other than 
cost & time, technically capable” 
(Source: IR3A) 
b. Level of complexity in 
administration of projects 
Very high (2) “Not similar to Japan” (Source: 
IR3A) 
c. Level of legislation High (3)  
d. Differences across different state 
jurisdictions in Australia 
High (3) “Leads to focus in one 
state”(Source: IR3A) 
e. Australia’s industrial relations Extremely high(1)  
f. Australia’s taxation system High (3)  
g. Expectations of Australia’s 
government sector client 
Very high (2) “Japanese staff need to 
understand different culture” 
(Source: IR3A) 
h. Risk allocation in complex road and 
bridge projects 
Very high (2) “PPPs appear very risky” 
(Source: IR3A) 
i. Lack of large/comparable local 
contractors to partner with a new 
foreign entrant  
High (3) “Do not trust Australian partners” 
(Source: IR3A) 
j. Lack of subcontractors  Very high (2) “Major issue is industrial 
relations” (Source: IR3A) 
k. Environmental management 
requirements 
Very low (6)  
l. Community management 
requirements 
High (3) “Again, culture is an issue” 
(Source: IR3A) 
m. Quality management requirements Extremely low (7) “Japanese contractors are masters 
of this” (Source: IR3A) 
n. Health and safety requirements Extremely low (7)  
Legend: Scale 1 to 7: 1 represents extremely high effect on entry, and 7 represents extremely low 
effect on entry in host market 
*Note: Refer to Q.25 in Appendix 3.1 
In contrast, in regards to system management attributes such as environmental, 
quality and health and safety management standards, Table 5.93 shows the distances 
between the countries are low. Table 5.94 summarises the quotes of the Tier 1 
Japanese MNCs from the interviews, and confirms Japanese MNCs’ superiority in 
terms of environment, quality, and health and safety management system. Therefore, 
primary data analysis shows that the administrative distance between Japan and 
Australia is moderate. 
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• “The Japanese industry has always had very well-developed systems in place for 
OHS, Quality and Environment. In fact, Japan has been a world leader for many 
years and so performs at least as well as Australia due to the nature of 
management and the discipline of the workforce.” (Source: IR3A) 
Risk allocation 
in projects 
• “Too much risk placed on contractors by clients and financiers. No relationship 
which thrives and is encouraged in Japan.” (Source: IR3A) 
Lack of 
subcontractors • “Building relationship is an issue.” (Source: IR3C) 
*Note: Refer to Q.8b & Q.26 in Appendix 3.1 
With regard to the frequency element, Table 5.95 summarises the primary data 
in terms of chances of winning contracts in new road and bridge construction 
projects in Australia vis-à-vis other countries. Table 5.95 indicates that compared to 
other developed countries, Australia is unattractive to Tier 1 Japanese MNCs, and 
compared to developing countries, it is very unattractive. 
Table 5.95. Japanese perceptions of chances of winning new projects in Australia*  
MNC Australia compared to developed 
countries  
Australia compared to developing 
countries  
IR3A Unattractive (3) Extremely unattractive (1) 
IR3B Unattractive (3) Very unattractive (2) 
IR3C Very unattractive (2) Extremely unattractive (1) 
Legend: Scale 1 to 7: 1 represents Australia as extremely unattractive and 7 represents Australia as 
extremely attractive 
*Note: Refer to Q.23a in Appendix 3.1 
In summary, the primary data only surfaces some of the CAGE items of asset 
specificity element and frequency element. Hence, the perception of the three Tier 1 
Japanese MNCs concerning risks is tending towards high. This is supported by the 
responses obtained from their concerning overall risks, as shown in Table 5.96. Table 
5.96 indicates that the risk in the Australian road, bridge and tunnel sector is 
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Table 5.96. Risk perceptions of Tier 1 Japanese contractors relative to other potential 
host countries* 
MNC Risk in Australia compared to 
Developed countries  
Risk in Australia compared to 
Developing countries  
IR3A High (3) Extremely high (1) 
IR3B High (3) High (3) 
IR3C Very high (2) Extremely high (1) 
Legend: 7-point scale: 1 represent extremely high risk and 7 represents extremely low risk 
*Note: Refer to Q.23c in Appendix 3.1 
5.5.3.1.2 Secondary data: risk 
This section analyses secondary data concerning risks to Japanese MNCs in setting 
up business in the road, bridge and tunnel sector in Australia, based on the guidelines 
set out in Section 4.5.3.2.2.2. First, CAGE items of the asset specificity (AS) element 
are measured, and then the frequency and uncertainty elements are captured. 
The cultural distance between Japan and Australia is found to be 2.722, which 
is above the average distance of 2.195 (among 68 countries). Thus, the cultural 
distance between the countries is significant. The detailed calculation of cultural 
distance is given in Appendix 8. Table 5.97 supports the cultural distance between 
the countries with quotes from various secondary sources. 




•  “The major differences are more subtle, and result from cultural and business 
practices. The difference between Japanese and western construction companies is the 
Japanese emphasis on total quality rather than first cost. The long-term relationships 
are based upon mutual interdependencies and client satisfaction. Clients, while cost-
conscious, are willing to pay appropriate fees to receive high-quality projects.” 
(Source: Tucker, 1992, p.33) 
Employment 
culture 
• “The Japanese employer-employee attitude is unique.” (Training and education in 
international affairs: Japan, Palestine and the Middle East: 1999) 
• “Lifetime employment culture is dominated here and employee-training culture is 
unique to the industry.” (Source: Sidwell, Tucker & Van Metzinger, 1988) 
Trust • “The Japanese contracting system relies much more on trust, a phenomenon illustrated 
by a lower ratio of lawyers per capita. This system, however, is unique to Japan and the 
Japanese culture and may not be transferable to Western environments.” (Source: 
Sidwell, Tucker & Van Metzinger, 1988) 
Management 
styles 
• “The Japanese style emphasizes group decision making and consensus, with a bottom-
up power structure. The western style is directed towards the individual achiever and 
has a clear top-down power structure. Decisions in Japan take longer; the U.S. style 
facilitates decisiveness.” (Source: Sidwell, Tucker & Van Metzinger, 1988) 
• “The major difference between Japanese and western construction companies is the 
partnering, or non-adversarial, environment that exists on projects.” (Source: Tucker, 
1992, p.33) 
• “The major Japanese firms are very technology- oriented. In contrast to many U.S. 
firms, where many upper executives have business and legal backgrounds, the Japanese 
firms are led by engineers and architects.” (Source: Tucker, 1992, p.33) 
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Table 5.98 summarises the administrative distance between the countries. It 
also shows the closer distances between the countries in terms of CPI and doing 
business.  
Table 5.98. Administrative distance between Australia and Japan: Secondary data 
Indicators Australia Japan 
Political hostility  
(Source: website: aneki.com,2012) 
Federal parliamentary 
democracy 
Monarchy with a 
parliamentary government 
Regularity environment & 
transparency 
(Source: Euromonitor International, 
2010,a and 2010d) 
Favourable regulatory 
environment and transparent 
investment laws 
 
CPI ranked out of 179 countries 
(Source: Transparency International, 
2012) 
85% (Very clean), ranked 7th  74%, ranked 17th  
Doing business 2013 
DTF (%) & ease of doing business 
ranked (out of 185 countries) 
(Source: World Bank report, 2013) 
80.7% , ranked 10th  77.8%, ranked 24th  
Profit tax (%) 
(Source: World Bank report, 2013) 
26 26.9 
 
On the other hand, Table 5.99 suggests that the legislation governing conflict 
or dispute resolution techniques in the two countries is very different, and is deeply 
rooted in their national cultures. Therefore, this difference in administrative culture 
between the countries makes the adaption cost higher for Japanese MNCs. Based on 
the analytical results in both Table 5.98 and Table 5.99, the administrative distance 
between Japan and Australia is measured as moderate. 
Table 5.99. Secondary literature concerning administrative distance: Australia vs. 
Japan 
Items Secondary reviews 
Conflict 
resolution 
“According to Leung (1987), collective groups such as Chinese and Japanese 
generally prefer mediation and bargaining for conflict resolution. The emphasis on 
interpersonal harmony in collective cultures makes the non-adversarial approach a 
preferred method for dispute settlement because concessionary outcomes are more 
likely and the disputants are more able to maintain a harmonious relationship after 
the dispute is settled. In contrast, the adversarial approach, preferred by individualist 
cultures such as the USA, tends to rely on the legal system. The all-or-nothing 
outcome produces winners and losers, and in turn makes continued relations 
difficult.” (source: Tang 2012, p. 232) 
 
The geographical distance between Japan and Australia is around 7821 km. 
While Japan is relatively geographically closer to Australia than other selected home 
countries, Table 5.100 indicates that there is a lack of Tier 1 Japanese MNCs 
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operating in Australia. This could suggest that geographical distance is not a major 
issue for Japanese MNCs when choosing an overseas location. 




Name of the Spanish 
contractors  
Australian NPS (2012)-
listed prequalified road 
& bridge contractor 
Experience in Australia  
1.  Taisei Corp. No No 
2.  Obayashi Corp. No Yes, in RBT, sewerage, 
building, energy projects 
(1991 to 2000) 
3.  Kajima Corp. No No 
4.  Shimizu Corp. No No 
5.  Penta-Ocean Construction 
Co. Ltd. 
No No 
Source: Contractors’ websites and NPS (2012) 
The economic distance between Australia and Japan is summarised in Table 
5.101. The table indicates there is no significant distance between the countries in 
terms of ratio of expenditure and income (2009). With regard to consumer 
expenditure (%) by sectors (2009), Figure 5.14 shows a similar pattern between the 
countries. Overall, the economic distance between the countries is assessed as low. 
Table 5.101. Economic distance between Australia and Japan: Secondary data  
Economic indicators Australia Japan 
GDP per capita (USD, Current PPPs) 39 692.06 33 828.07 
Per capita annual disposable income, USD 
(2009) 
24 982 25 506 
Per capita annual disposable expenditure, 
USD (2009) 
23 383 23 133.94 
Ratio of expenditure & income 93.63% 90.7% 
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Consumer expenditure by sector (% of total 
expenditure) in Australia (2009) 
Consumer expenditure by sector (% of total 
expenditure) in Japan (2009) 
 
 
Figure 5.14. Consumer expenditure by sector (as % of total expenditure): Australia vs. 
Japan   
Source: Euromonitor International (2010a and 2010d) 
Legend: 
 housing         household goods & services       health goods & services      transport           
communications       leisure & recreation        education        hotels & catering       miscellaneous 
goods & services       food & nonalcoholic beverages        alcoholic beverages  & tobacco       clothing 
& footwear 
With regard to the frequency element, secondary data explores both the Tier 1 
Japanese MNCs’ presence, and the possibility of their winning contracts in 
Australian projects. Table 5.32 summarises current and future projects in the 
Australian road, bridge and tunnel sector to indicate their availability. 









































85.36 74.5 85.65 77.63 9.79 10 9.75 
Japan 
(25th ) 
74.66 53.8 76.79 70.8 8.54 10 9.88 
Source: Euromonitor Country Ratings (March, 2011) 
In order to assess uncertainty in Australia at both industry and country levels, 
the secondary data plays a key role. The industry level (the road and bridge industry) 
risk in Australia is measured as moderate to high at 5.79 (above the average score of 
4.5), as shown in Table 5.33. In contrast, at country level, risk in Australia is 
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relatively low, as shown in Table 5.102. Overall, uncertainty in Australia is assessed 
as moderate. 
5.5.3.1.3 Summary of risk 
Primary data and secondary data complete the overall picture of risk perceptions of 
Tier 1 Japanese MNCs in the Australian market. Among the CAGE items of the asset 
specificity factor, cultural distance between the countries is highly significant. This 
cultural distance further enhances the Japanese MNCs’ perception of administrative 
barriers between the countries. Overall, the assessed administrative distance is also 
moderately significant. In terms of the frequency and uncertainty elements, the risk is 
perceived as moderate. In summary, the overall risks in the Australian road, bridge 
and tunnel sector are assessed as high. 
5.5.3.2 Return 
5.5.3.2.1 Primary data  
This section analyses the Tier 1 Japanese MNCs’ perceptions of return available 
from the Australian road, bridge and tunnel sector, relative to the Japanese sector and 
other potential host market sectors. The overall return analysis is based on Porter’s 
diamond model, as stated in Section 4.5.3.2.3.  
Table 5.103 summarises the three Tier 1 Japanese MNCs’ perceptions of 
returns or threats to profit in the road and bridge sector in Japan. Again, the three 
Tier 1 Japanese MNCs’ perceptions of threats to profit in the Australian road, bridge 
and tunnel sector are shown in Table 5.104.  
The Japanese road, bridge and tunnel sector analysis (as shown in Table 5.103) 
indicates that threats to profit are low to moderate. Hence, the level of returns 
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Table 5.103. Japanese MNCs’ view of threats to profit in Japanese market  
Porter’s five 
forces 
Factors ( based on questions) Responses on 1 






• Underutilized capacity, or fully stretched • Highly 
stretched (5) 
• Moderate 
• Range of procurement approaches among 
rivals 
• Very similar (2) 
• Transparency of tender prices • Moderate (4) 
Entry • Economies of scale • High (3) • Low 
• Clients’ views in terms of reputation • Extremely loyal 
(1) 
• Access to key labour, plant and equipment, 
and material resources (including new 
entrants) 
• Very easily 
available (2) 
• Experience requirements (level of experience 
& local knowledge is required) 
• Very high (2) 
• Relationship-specific investments • Extremely high 
(1) 
• Government protection (Polices favour local 
contractors) 
• Favour (3) 
• Predatory behaviour (history of acting 
aggressively to discourage new entrants away) 





• Demand for new road and bridge construction 
and reconstruction 
• Low (3) • Moderate 








• Scope for subcontractors and/or suppliers to 






*Note: Refer to Qs.13a to m in Appendix 3.1 
Table 5.104. Japanese MNCs view of threats to profit in the host country  
Porter’s five 
forces 






a. Level of internal rivalry in Australia High (3) High 
Entry b. Ease of entry Very difficult (6) High 
Substitutes & 
Complements 
c. NA NA NA 
Buyer Power d. Contractor-client power balance in 
Australia 
Very high for Client (6) High 
Supplier 
Power 
e. Contractor-subcontractor power 
balance in Australia 
Moderate (4) Moderate 
f. Contractor-supplier power balance in 
Australia 
Moderate (4) 
*Note: Refer to Qs.14a to e in Appendix 3.1 
In contrast, based on the three Tier 1 Japanese case study contractors’ 
perceptions, Table 5.104 shows that the returns in the road and bridge industry in 
Australia are measured as low to moderate. Compared to the Japanese road, bridge 
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and tunnel sector’s returns, Table 5.104 indicates lower return currently available in 
Australia. This finding is consistent with Table 5.105, which indicates that the Tier 1 
Japanese MNCs perceive low returns in Australia, relative to other competing 
developed and developing countries. 
Table 5.105. Japanese cases: Return available in Australia relative to developed and 
developing countries  
MNC Compared with developed countries  Compared with developing countries  
IR3A Low (3) Extremely low (1) 
IR3B Low (3) Low (3) 
IR3C Very low (2) Very low (2) 
Legend: 7‐point semantic differential scale: 1 represents extremely low return and 7 represents 
extremely high return 
*Note: Refer to Q.23b in Appendix 3.1 
5.5.3.2.2 Secondary data  
This section analyses secondary data in order to support the primary findings 
concerning the returns or threats to profit in Australian road, bridge and tunnel sector 
compared to Japanese sector.  
Table 5.106. Five forces analysis of Japanese road and bridge industry 
Porter’s five 
forces 




• “Most industry players have diversified operations, meaning they 
are less reliant on revenues from one sector.” 
• “In Japan, rivalry is intensified as players are forced to compete 
for smaller industry revenue, however once the reconstruction 
efforts for the areas affected by the March 2011 earthquake and 
tsunami begins in earnest, this is likely to change.” (Source: 
MarketLine, 2011b, p.17) 
• Moderate 
Entry • “Japan has traditionally been seen as a closed or difficult market to 
enter for foreign companies.” (Source: Austrade, 2011) 
• "What many foreign companies often see as impenetrable barriers 
to Japanese business are more often strong bonds of personal 
trust."(Source: The Japanese company in Japan's culture, 2009) 





• “There is little threat of substitutes in this industry.” (Source: 
MarketLine, 2011b, p.16) 
• High 
Buyer Power • “Buyers in this industry tend to be large and few in number.” 
• “Buyer power in the Japanese industry is assessed as moderate.” 




• “Material suppliers will have to compete heavily on price to assure 
contracts.” 
• “There are typically larger numbers of sub-contractors with the 
necessary skills to complete projects.” 
• “Supplier power in this industry is assessed as moderate overall.” 
 (Source: MarketLine, 2011b, p.14) 
• Moderate 
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Table 5.106 indicates that the returns available in Japan are moderate to high 
and therefore, supports the primary finding. Hence, secondary data corroborates with 
primary data concerning return. 
5.5.3.2.3 Summary of return 
Overall, secondary data corroborates the primary data and indicates low returns are 
available from the Australian road, bridge and tunnel sector compared to the 
Japanese sector, as well as to other developed and developing country sectors. 
5.5.3.3 Reconciling risk and return  
This section reconciles the perceptions of the Tier 1 Japanese MNCs concerning risk 
and return available in the Australia’s road, bridge and tunnel sector, as summarised 
in Table 5.107. Relative to other competing developed countries, Table 5.107 shows 
the perceived returns are low enough to outweigh the high risks. On the other hand, 
relative to developing countries, Table 5.107 again shows very low return to offset 
very high risks. Overall, top Tier 1 Japanese MNCs perceived that risks are higher 
than return in Australia.  
Table 5.107. Japanese MNCs’ view of risk and return in Australia relative to other 
potential host countries* 
MNC Comparative to developed countries Comparative to developing countries 
IR3A Return (3, low) <Risk (3, high) Return (1, extremely low) < Risk (1, 
extremely high) 
IR3B Return (3, low) <Risk (3, high) Return (3, low) < Risk (3, high) 
IR3C Return (2, very low) <Risk (2, very high) Return (2, very low) <Risk (1, extremely 
high) 
Legend: Return on 7‐point semantic differential scale: 1 represents extremely low return and 7 
represents extremely high return; Risk on 7‐point semantic differential scale: 1 represent extremely 
high risk and 7 represents extremely low risk 
*Note: Qs.23b & c from Part 1 of case study questionnaire (as shown in Appendix 3.1) 
5.5.3.4 Summary of analysis of primary and secondary data 
In summary, the symbol  is assigned to Japanese Tier 1 contractors to represent 
Australia having an unfavourable risk and return profile relative to all other 
developed and developing countries. 
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5.5.4 Internalization (I) Advantages 
5.5.4.1 Primary data 
Primary data based on the three Tier 1 Japanese MNCs confirm that in order to 
deliver a complex project related to management and construction of road, bridge 
and tunnel in the host country, licensing or exporting is highly unlikely. These 
responses are summarised in Table 5.108.  
Table 5.108. Japanese views regarding possibilities of licensing or exporting to local 
clients in Australia* 
MNC Possibility of licensing in an overseas 
market to deliver projects related to 
the management of construction of 
major roads, bridges and tunnels  
Possibility of exporting to an overseas 
market to deliver project related to 
the management of construction of 
major roads, bridges and tunnels 
IR3A No No 
IR3B No No 
IR3C No No 
*Note: Refer to Q.21 & Q.22 in Appendix 3.1 
In this study context, how much internalisation needs to be undertaken by 
Japanese Tier 1 MNCs in order to manage projects, including the supply chain, in 
Australia, can be better perceived through their views of I advantages in the host 
market. Moreover, this will have an effect on their strategic selection of the initial 
entry mode into the host market for the initial establishment period. The mechanism 
of I advantages was detailed earlier in Section 4.5.3.3. Table 5.109 and Table 5.110 
now summarise the perception of the three Tier 1 Japanese MNCs concerning the 
host market’s supply chain and I advantages in Australia. 
Table 5.109. Japanese MNCs’ view of the supply chain in Australia*  





IR3A a. Availability & performance of 













IR3A b. Contractual relationships with 













*Note: Refer to Qs.19a &b in Appendix 3.1 
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Table 5.109 indicates that I advantages in terms of availability, performance 
and contractual relationships with the host market contractors, very significantly 
affect Tier 1 Japanese MNCs performance in delivering projects in Australia. Table 
5.109 also indicates that Japanese MNCs’ view of the Australian supply chain is 
negative, and this strongly discourages Japanese MNCs’ FDI in Australia. This view 
is further supported by Tier 1 Japanese MNCs’ comments (given in Table 5.93) that 
Japanese MNCs do not trust local partners, and that there is a great lack of industrial 
relationship between Japanese MNCs and local subcontractors in Australia. 
Consequently, Tier 1 Japanese MNCs perceive I disadvantages in Australia relative 
to all competing developed and developing market, and Table 5.110 confirms this.  
Table 5.110. I advantages of Tier 1 Japanese MNCs in Australia relative to other 
countries* 
MNC Comparative to developed countries Comparative to developing countries 
IR3A Disadvantage (3) Extremely disadvantage (1) 
IR3B Neither advantages nor disadvantages (4) Disadvantage (3) 
IR3C Disadvantage (3) Disadvantage (3) 
Legend: 7‐point semantic differential scale, where 1 represents extremely disadvantaged and 7 
represents extremely advantaged 
*Note: Refer to Q.23d in Appendix 3.1 
5.5.4.2 Summary 
In summary, the symbol ‘’ is given to Japanese Tier 1 MNCs to indicate I 
disadvantages for them in Australia.  
5.5.5 Attractiveness: Dependent Variable 
5.5.5.1 Primary data: Overall attraction – potential and planned FDI (t+1) 
The overall attractiveness of the Australian market perceived by the three Tier 1 
Japanese MNCs is summarised in Table 5.111. Table 5.111 indicates that the 
Japanese contractors perceive Australia as unattractive relative to all other competing 
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Table 5.111. Japanese MNCs’ perception of overall attractiveness of Australian market 
compared to other countries* 
MNC Compared to developed countries  Compared to developing countries  
IR3A  Unattractive (3) Extremely unattractive (1) 
IR3B Unattractive (3) Highly unattractive (2) 
IR3C Highly unattractive (2) Extremely unattractive (1) 
Legend: 7‐point semantic differential scale, where 1 represents Australia as extremely unattractive and 
7 represents Australia as extremely attractive 
*Note: Refer to Q.23e in Appendix 3.1 
5.5.5.2 Secondary data on actual FDI (in t and in t+1) 
This section reviews secondary data concerning the existence of Tier 1 Japanese 
MNCs in Australia. Among the listed Tier 1 Japanese MNCs in Table 5.100, 
secondary data finds only Obayashi Corporation to have working experience in 
Australia. Table 5.112 shows that, during 1991 to 2000, Obayashi was engaged in 
design and construction of two projects in the road, bridge and tunnel sector in 
Australia by joint venturing with local partners under contract to local management 
companies. However, this company has not been in Australia since 2000. This 
evidence showing Tier 1 Japanese MNCs’ lack of presence in Australia within the 
last 12 years suggests that Australia may be unattractive to Tier 1 Japanese MNCs.  
Table 5.112. Tier 1 Japanese MNCs existence in Australian RBT projects 





• “CityLink is a privately operated electronic toll road (22 kilometres of 
roadway including tunnels) situated in the centre of Melbourne. The design 
and construction of CityLink was undertaken by a joint venture between 
Transfield and the Japanese company Obayashi Corporation (TOVJ), under 
contract to Transurban.” (Source: Infrastructure Australia, case study 




• “Construction of the motorway to be undertaken by Abigroup Ltd and 
Obayashi Corporation.” (Source: Infrastructure Australia ,case study Hills M2 
Motorway, Sydney, 2000) 
 
5.5.6 Summary of Japanese Case Study 
5.5.6.1 Overall analysis 
This section summarises the overall Tier 1 Japanese case study findings in terms of 
testing the effect of the OLI IVs on the attractiveness of the host market (as an 
upstream proxy of the DV FDI) perceived in the case of Japanese MNCs, along with 
their actual FDI into this host market, as shown in Table 5.113. 
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I advantage FDI 
Actual FDI 
(t & t+1) 
Planned 
FDI (t+1) 
Japan      
 
Table 5.113 shows that Tier 1 Japanese MNCs possess the symbol  in terms 
of O (Oa and Ot) advantages. This indicates that they have competitive firm-specific 
advantages in winning Australian road, bridge and tunnel projects over AUD 50 
million. However, Tier 1 Japanese MNCs obtain the symbol  across all the location 
bound factors, namely, Oi and L factor and I factor. Therefore, the pattern of FDI 
matches across the patterns of OLI factors, with the exception of the O (Oa and Ot) 
factor. This indicates that O (Oa and Ot), as a single factor, does not explain the 
attractiveness of the host market measured in terms of planned FDI (t+1) and actual 
FDI (t & t+1). 
5.5.6.2 Motivation assumptions 
Table 5.114 summarizes the Tier 1 Japanese MNCs’ overseas business motivation. 
As stated in Section 2.2.4, MS and ES motivations are the key assumptions in the 
theoretical framework and research propositions.  
Table 5.114. Overseas business motivation of Japanese Tier 1 MNCs*  
Overseas business motivation  Average (IR3A, 
IR3B & IR3C) 
To seek highest ratio of return on investment; and to seek additional work to 
offset spare or underutilised capacity in Japan 
55% 
To seek learning opportunity from overseas (host) market; and to seek to secure 
resources/outputs from overseas projects to be used as inputs into projects in 
Japan and/or in other overseas locations 
45% 
Total 100% 
*Note: Q.28 in Part 1 of case study questionnaire (as shown in Appendix 3.1) 
Table 5.114 indicates that Tier 1 Japanese MNCs are mainly profit seekers, and 
this supports the assumptions made in the theoretical framework and research 
propositions. Table 5.114 also indicates that seeking learning opportunities and 
resources motivations constitute less than 50% of the total motivation of the Japanese 
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MNCs. Similar to other case studies, this motivational analysis shows that MNCs 
grow through horizontal integration rather than vertical integration. 
5.6 CHINA CASE STUDY (IR4A; AND IR4B): HOME COUNTRY INSIDE 
AUSTRALIA’S REGION 
5.6.1 Introduction 
This section analyses the case study of the two Tier 1 Chinese MNCs based on 
multiple sources of evidence comprising primary and secondary data similar to other 
case studies. 
5.6.2 Ownership (Oa and Ot) Advantages 
5.6.2.1 Primary data 
This section analyses O (Oa and Ot) advantages of Tier 1 Chinese MNCs 
comparative to domiciled Australian contractors by using primary data, based on the 
guidelines in Section 4.5.3.1.1. The actual value or average response representing the 
two Tier 1 Chinese MNCs for each item pertainintg to the O factor is recorded in a 7-
point Likert-like scale, similar to other case studies. These scales, for each of the 
items pertaining to the O factor, are shown in Table 5.115- Table 5.121 (inclusive). 
Based on the developed scales, a radar map of the competitive O (Oa and Ot) 
advantages of the two Tier 1 Chinese MNCs relative to the three tiers of host market 
contractors is plotted, as shown in Figure 5.15. The radar map indicates that the 
average score of the two Tier 1 Chinese MNCs is mostly higher or at least equal to 
all local tiers of contractors across all items pertaining to the O variable. The map 
also indicates that Tier 1 Chinese contractors have the competitive advantage over all 
tiers of local contractors under the following attributes: 
• R&D investments; 
• Management and technical staff; 
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Table 5.115. Scale development for accessibility of key resources: Based on Chinese 
case study* 
No Accessibility to key resources Ranges of scale: 
1: Severe shortage                                       7: Plentiful supply 
Normalised score 1 2 3 4 5 6 7 
1 Key subcontractors        
 Raw scores (avg. of each local 
tier) <3.5 3.5 4 4.5 5.75 7 >7 
 Local tiers’ scale  T3  T2  T1  
 Chinese MNCs’ score (See 
Section 4.5.3.1.1)   4     
2 Key suppliers        
 Raw scores (avg. of each local 
tier) <3.5 3.5 4.25 5 6 7 >7 
 Local tiers’ scale  T3  T2  T1  
 Chinese MNCs’ score (See 
Section 4.5.3.1.1)   4     
3 Skilled labour        
 Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 4.75 5.5 >5.5 
 Local tiers’ scale  T2  T3  T1  
 Chinese MNCs’ score (See Section 4.5.3.1.1)    4    
4 Unskilled labour        
 Raw scores (avg. of each local tier) <4 4 4.5 5 5.5 6 >6 
 Local tiers’ scale    T2  T3, T1  
 Chinese MNCs’ score (See Section 4.5.3.1.1)    5    
5 Key plant & equipment        
 Raw scores (avg. of each local tier) <3.5 3.5 3.75 4 5 6 >6 
 Local tiers’ scale  T2  T3  T1  
 Chinese MNCs’ score (avg.)      6  
6 Key materials        
 Raw scores (avg. of each local tier) <3 3 4.25 5.5 6.25 7 >7 
 Local tiers’ scale  T3  T2  T1  
 Chinese MNCs’ score (avg.)      7  
*Note: Refer to Q.3 & Q.4 in Appendix 3.1 




Research & development Ranges of scale: 
1: Low                                                                          7: High 
Normalised score 1 2 3 4 5 6 7 
7 R&D        
 Avg. of each local tier (AUD, thousands) <5 5 252.5 500 2750 5000 >5000 
 Local tiers’ scale   T3   T2   T1   
 Chinese MNCs’ score (avg.)       10,000 
*Note: Refer to Q.5 in Appendix 3.1 
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Table 5.117. Scale development for procurement service (road & bridge): Based on 





(Typical contract sum in 
road & bridge projects, 
AUD, mills.) 
Ranges of scale: 
 
1: Low                                                                             7: High 
Normalised score 1 2 3 4 5 6 7 
8 Construct Only (CO)        
 Raw scores (avg. of each local tier) (AUD, mills.) <62.5 62.5 84.4 106.3 428.2 750 >750 
 Local tiers’ scale   T3   T2   T1   
 Chinese MNCs’ score (avg.)  59.42      
9 Design & Construct (D&C)        
 Raw scores (avg. of each local tier) (AUD, mills.) <50 50 131.3 212.5 456.3 700 >700 
 Local tiers’ scale   T3   T2   T1   
 Chinese MNCs’ score (avg.)   120.44     
10 Design, Construct, Operate & Maintain (DCO&M)        
 Raw scores (avg. of each local tier) (AUD, mills.) <50 50 100 150 575 1000 >1000 
 Local tiers’ scale   T3   T2   T1   
 Chinese MNCs’score     373   
11 Contractor's Finance        
 Raw scores (avg. of each local tier) (AUD, mills.) <137.5 137.5 331.3 525 762.5 1000 >1000 
 Local tiers’ scale   T3   T2   T1   
 Chinese MNCs’ score (avg.)   293.16     
*Note: Refer to Q.3 & Q.5 in Appendix 3.2 






(Upper level contract sum 
in tunnel projects, AUD, 
mills.) 
Ranges of scale: 
 
1: Low                                                                                   7: High 
Normalised score 1 2 3 4 5 6 7 
12 Tunnel: T1        
 Raw scores (avg. of each local tier) (AUD, mills.) <12.5 12.5 162.5 312.5 718.8 1125 >1125 
 Local tiers’ scale   T3   T2   T1   
 Chinese MNCs’ score (avg.)  46.82      
13 Tunnel: T2        
 Raw scores (avg. of each local tier) (AUD, mills.) NA 1 213 425 775 1125 >1125 
 Local tiers’ scale T3     T2   T1   
 Chinese MNCs’ score (avg.)  70.79      
14 Tunnel: T3        
 Raw scores (avg. of each local tier) (AUD, mills.) NA 1 282 563 844 1125 >1125 
 Local tiers’ scale T3, T2         T1   
 Chinese MNCs’ score (avg.)  147.45      
*Note: Refer to Q.4 & Q.5 in Appendix 3.2 
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Experiences in services (No. 
of years in road & bridge 
projects) 
Ranges of scale: 
 
1: Low                                                                                       7: High 
Normalised score 1 2 3 4 5 6 7 
15 Construct Only (CO)        
 Avg. of each local tier (yrs.) <5 5 10 15 20 >20 >25 
 Local tiers’ scale      T1,T2,T3  
 Chinese MNCs’ score (avg.)      >20  
16 Design & Construct (D&C)        
 Avg. of each local tier (yrs.) <7.5 7.5 11.25 15 17.5 >20 >25 
 Local tiers’ scale  T3  T2   T1   
 Chinese MNCs’ score (avg.)     20   
17 Design, Construct, Operate & Maintain (DCO&M)        
 Avg. of each local tier (yrs.) NA 1 4.25 7.5 8.75 10 >10 
 Local tiers’ scale T3   T2   T1  15 
 Chinese MNCs’ score (avg.)      10  
18 Contractor's Finance        
 Avg. of each local tier (yrs.) NA 1 3.25 5.5 7.50 10 >10 
 Local tiers’ scale T3   T2   T1   
 Chinese MNCs’ score (avg.)      10  
*Note: Refer to Q.6 in Appendix 3.1 




Managerial & technical staff Ranges of scale: 
 
1: Low                                                                                      7: High 
Normalised score  1 2 3 4 5 6 7 
19 Staff        
 Avg. of each group (persons) <200 200 1,113 2,025 3,513 5,000 >5,000 
 Local tiers’ scale  T3  T2  T1  
 Chinese MNCs’ scale       >15500 
*Note: Refer to Q.7 in Appendix 3.2 




Financial capability (AUD, 
mills.) 
Ranges of scale: 
 
 
Normalised score 1 2 3 4 5 6 7 
20 Raise the level of finance 1: Extremely difficult                                    7: Straight forward 
 Raw scores (avg. of each local tier) NA 1.0 1.25 1.5 1.75 2 >2 
 Local tiers’ scale   T3   T2  T1   
 Chinese MNCs’ score       6.5 
21 Loss of this financial amount 1: Negative impact                                       7: Negligible impact 
 Raw scores (avg. of each local tier) (impact) NA 1.0 1.25 1.5 1.75 2 >2 
 Local tiers’ scale   T3   T2   T1   
 Chinese MNCs’ score (avg.)       6.5 
22 Annual turnover 1: Low                                                                                  7: High 
 Avg. of each local tier (AUD, mills.) <275 275 594 912.5 1,206 1,500 >1500 
 Local tiers’ scale   T3   T2   T1   
 Chinese MNCs’ score (avg.)       16123.4 
*Note: Refer to Q.6 in Appendix 3.1 & Q.8 in Appendix 3.2 




Legend: ‘CO’ represents procurement type ‘Construct Only’; ‘D&C’ represents procurement type 
‘Design & Construct; ‘DCO&M’ represents procurement type ‘Design, Construct, Operate & 
Maintain’; and ‘CF’ represents procurement type ‘Contractor’s Finance’. 
The competitive advantages in terms of the above attributes of the two Tier 1 
Chinese contractors are further supported by the comments of Tier 1 Chinese MNCs 
as quoted in Table 5.122. Table 5.122 illustrates that being state-owned large 
conglomerates and having so many affiliates, these Tier 1 Chinese MNCs have a 
greater number of management and technical staff, and can easily get financial help 
from the state banks. Again, Table 5.122 indicates that key plant, equipment, and a 
cheap labour force are their competitive advantages in their domestic market. 
However, due to visa, tax and tariff issues, it is not possible for Chinese MNCs to 
involve cheap labour and construction expertise from China in any Australian 


































Tier 1: Host market Contractors
Tier 2: Host market Contractors
Tier 3: Host market Contractors
Figure 5.15. Radar map of O advantage: Chinese vs. Australian contractors in 
Australian market 
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Table 5.122. Oa and Ot advantages: Quotations from interviews with the two Tier 1 
Chinese MNCs*  
Case study Quotations 
R&D • “R&D: Part of our national plan” (Source: IR4B) 
Financial ability • “Through relationship with state banks” (Source: IR4B) 
Management & 
technical staff 
• “Large conglomerate with many affiliates” (Source: IR4A) 
• “State owned organization with state network” (Source: IR4B) 
Resource 
advantage  
• “Our advantages in plant and equipment and expertise is high but very low in 
terms of workforce and client expectations” (Source: IR4A) 




• “Visa issues are key problems, taxes duties are a problem, specialist plant is 
our strength” (Source: IR4A) 
• Work visa is major issue, length of processing time, bureaucracy, tariffs, 
duties (Source: IR4B) 
*Note: Refer to Q.5b, Q.7, Q.10e, Q.11& Q.12 in Appendix 3.1 
As shown in Table 5.123, these Oa and Ot advantages are only common among 
the three to four top Tier 1 state owned Chinese MNCs.  
Table 5.123. O advantages possessed by all Tier 1 Chinese MNCs* 
O advantages possessed by all domestic rivals Uniqueness  Cost to imitate 
a. Accessibility to key resources Very low (2) Very low (2) 
b. Research and development investment Moderate (4) Moderate (4) 
c. Finance/bidding tolerance Low (3) High (5) 
d. Road: Profile of service/procurement categories Low (3) High (5) 
e. Tunnel: Profile of service/procurement categories  Low (3) High (5) 
f.  Experience in service/procurement categories Low (3) Moderate (4) 
g. Staff profile Moderate (4) High (5) 
h. Turnover Moderate (4) High (5) 
Legend: Uniqueness scale 1 to 7, where 1 represents extremely low, and 7 represents extremely high; 
Costly to imitate scale 1 to 7, where 1 represents extremely straightforward, and 7 represents 
extremely costly  
*Note: Refer to Q.9 in Appendix 3.1 
Another radar map is developed by taking the average of the attributes (as 
shown in Figure 5.15) under each of the key perspectives  in terms of accessibility to 
resources, R&D, procurement of road and bridge projects (by size), procurement of 
tunnel projects (by size), experience across all procurement approaches, management 
and technical staff, and financial ability. This radar map of Tier 1 Chinese 
contractors, compared to all three tiers of host market contractors, is shown in Figure 
5.16. Figure 5.16 indicates overall that the two Tier 1 Chinese MNCs have the 
capability to be competitive with all local contractors on projects greater than AUD 
50 million.  
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Figure 5.16. Radar map of O (average) advantage based on key factors: Chinese vs. 
Australian contractors in Australian market  
5.6.2.2 Secondary data  
In order to support primary data, this section summarises the findings from the 
secondary documents related to the firm-specific O (Oa and Ot) advantages and CSAs 
of Chinese MNCs.  
In terms of R&D capability, the secondary data in Table 5.124 show that top 
Tier 1 Chinese MNCs only possess this advantage. However, very few Chines 
contractors have R&D facilities. With respect to financial capability, Table 5.124 
again indicates that the Chinese government helps the Chinese International 
Contractors (CICs) to easily obtain finance from the state banks of China for their 
overseas projects. Therefore, the secondary data summarised in Table 5.124 is 
consistent with the primary findings concerning O advantages (R&D, finance, and 





















Tier 1: Host market Contractors
Tier 2: Host market Contractors
Tier 3: Host market Contractors
Chinese Contractors
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Table 5.124. Firm-specific O (Oa and Ot) advantages of Chinese MNCs: Secondary data 
O 
advantages 
Review of secondary literature 
R&D • “To date, CCCC has 10 national level design institutes, 2 national level science and 
research centers as well as 6 labouratories with respectable scientific achievements 
and self-developed intellectual property rights.” (Source: CCCC, 2008) 
• “China Railway Group has 3 research and development enterprises; two state-
certified technology centers and 17 provincial technology centers.” (Source: CREC, 
n. d.) 
•  “Chinese construction enterprises have world-class advanced construction 
technologies in certain areas, including highway and railroad bridges, tunnels and 
underground, retaining structure for deep foundation pits, super high-rise buildings, 
blasting technology, large structure and equipment hoisting, pre-stressed concrete 
and mass concrete pouring. This is echoed by Shang et al. (2006) and Pheng et al. 
(2004) who pointed out that CICs have major technical advantages in a number of 
areas, and they are now capable of undertaking more technically complex projects 
which were previously not possible for them.” (Source: Zhao & Shen, 2008, p. 230) 
• “Very few CICs have their own research and development (R&D) departments (Low 
and Jiang 2003). The majority of R&D is undertaken by the government-







• “The Ministry of Finance appropriated US$30 million from the ‘International 
Economic Cooperative Funds’ and established the ‘Bid Bonds and Contingencies 
Special Funds’. CICs [Chinese International Contractors] can apply for loans from 
the Funds and can enjoy a special interest rate, which is much lower than the interest 
rates charged by commercial banks. Furthermore, the government has also been 
encouraging commercial banks to provide finance to CICs with special interest rates 
when they undertake Build, Own and Operate; Build, Own and Transfer; Build, 
Own, Operate and Transfer (BOO, BOT and BOOT) projects in overseas 
construction markets (SCC, 2000). A recent survey by the Ministry of Construction 
reported that the China Export and Import Bank has started to provide export credit 
support for overseas projects undertaken by CICs.” (Shang et al., 2006). (Source: 
Zhao & Shen, 2008, p. 232) 
 
Size  • Large amalgamated construction companies, and mainly state owned with many 
subsidiaries: China Railway Group Ltd. (CRGL), China Railway Construction Corp. 
(CRCC), China State Construction Engineering Corp. (CSCEC), and China 
Communications Construction Co. Ltd. (CCCC). (Source: ISI Analytics, 2009) 
 
The most interesting finding from the secondary data in Table 5.124 is that 
most of the Tier 1 Chinese contractors’ key O advantages mainly originate from 
Chinese CSAs. These advantages are the home country’s factor conditions in terms 
of cheap unskilled labour, low equipment and material prices, and host government 
policies to expand Chinese firms in international markets. Table 5.125 gives a 
detailed comparative analysis of the Chinese home market relative to the Australian 
market.  
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Table 5.125. Country related O advantages: China vs. Australia 
Competitive advantage China 
(out of 100) 
Australia 
 (out of 100) 
Sources 
1. Factor condition 
• Average labour force 
participation in construction 
service (% of total labour force) 
• R&D expenditures (% of GDP) 
• Financial market development 
• Literacy rate 
• Labour market efficiency 
• Goods’ market efficiency 
• Technological readiness 
 
• 8.44%  
 
 
• 1.59 %  
• 4.3 








• 2.21 %  
• 5.4 (out of 7) 
• 99%  
• 4.6 (out of 7) 
• 4.9 (out of 7) 











2. Demand condition 
• Market size  
• Construction industry value (% 
of GDP) 
• Business sophistication 












• 5.1 (out of 7) 
• 6.8% 
 
• 4.9 (out of 7) 
• 39,873.5  
 









3. Related & supporting industry 
• Producer Price Indices (PPI): 
manufacturing (Average annual 
growth %) 
• Industrial production growth rate 
(%) 
• Quality of  overall infrastructure  
• Local supplier quantity 
• Local supplier quality 
 
• 10.7%  
 
 




• 5.2 (out of 7) 
 
• 1.6%  
 
 
• 3.5 %  
 
• 5.7 (out of 7) 
• 4.9 (out of 7) 











4. Strategy, structure & rivalry 
• General labour cost per hour, 
including overheads 
(construction) 
• Intensity of local competition 
 
• 2 USD 
 
 
• 5.3 (out of 7) 
 
• 40 USD 
 
 







Table 5.125 shows that the related and supporting Chinese industry is very 
strong due to a high growth rate (%) in the Producer Price Indices (PPI) of 
manufacturing and industrial production. Secondary literatures (as quoted in Table 
5.126) support Chinese contractors’ ease of access to cheap labour, construction 
equipment, and materials in the Chinese market. This related and supporting industry 
condition helps Chinese MNCs to become competitive in terms of offering lower bid 
in overseas markets compared to other foreign MNCs. Furthermore, Chinese 
government initiatives and financial support influence Chinese MNCs to be more 
competitive.  
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Table 5.126. Home country-specific advantages of Chinese MNCs 
Attributes Secondary Reviws 
Cheap 
manpower 
• “Manpower with low cost, good skills and high degree of adaptability to work 
in different environments” (Source: Zhao & Shen, 2008) 
• “Chinese managers, engineers and labourers often live onsite with very simple 
accommodation. There is little difference in living conditions among different 
levels of staff, which facilitates effective understanding and communication, 





• “CICs usually choose the materials and equipment made in China. The prices of 
the materials and products are lower compared with those made in Western 
countries (Zhu, 2006). For example, in Africa, a 50kg bag of Angolan-made 
cement would cost US$10, while that made in China costs US$4.” (Source: 
Zhao, Shen & Zuo, 2009) 
• “The cost per square metre of construction to CICs is one-quarter of that of 
Europeans companies.” (Source: Corkin, 2007) 
• “Pheng et al. (2004), suggesting that the relatively low cost of construction 
machinery, material and equipment from China helps the reduction of the 




and promotion  
• “The Chinese government has been helping CICs to compete for works in 
overseas markets by developing and enhancing bilateral and multilateral 
cooperation with foreign countries, improving the efficiency of administration 
in approving overseas construction works, and reducing the CICs’customs 
duties.” (Wen, 2005; Hu, 2007). (Source: Zhao & Shen, 2008, p. 232) 
 
 
Based on the aggregated values under each of the four conditions, as shown in 
Table 5.125, a competitive map of country-specific advantages of China and 
Australia was developed (Figure 5.17). This map indicates that the related and 
supporting industry condition in China is the only home country-specific advantage 
of Chinese MNCs.  
 
Figure 5.17. Porter’s diamond model: China vs. Australia 
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5.6.2.3 Summary of analysis of primary and secondary data 
In summary, the symbol  is assigned to Tier 1 Chinese MNCs. This indicates that 
Tier 1 Chinese MNCs have at least competitive parity between Tier 1 Chinese MNCs 
and at least one of the three tiers of host contractors on all O (Oa and Ot) items 
measured, and a competitive advantage over all three tiers of host contractors on at 
least some of the O (Oa and Ot) items relating to project size and complexity in 
Australia.  
5.6.3 Institutional Ownership (Oi) Advantage and Location (L) Advantage 
5.6.3.1 Risk 
5.6.3.1.1 Primary data 
Based on Section 4.5.3.2.2, this section analyses the primary data on the perceptions 
of two Tier 1 Chinese MNCs concerning risks involved in Australia compared to 
other competing host markets. However, the primary data is only sufficient for 
addressing the cultural and administrative items of the asset specificity element, and 
frequency element in terms of winning projects in the Australian sector. Therefore, 
this section first analyses home/host-induced cultural and administrative distance, 
and then analyses the frequency element. 
With respect to cultural difference, Table 5.127 suggests an appreciable gap 
between the countries. Primary data reveal this cultural issue, but do not provide any 
further evidence. Hence, to measure cultural distance, secondary data play an 
important role.  
Table 5.127. Cultural distance between Australia and China*  
Items Chinese Cases 
Expectation of 
Australian clients 
• “Not comparable - client expects too high” (Source: IR4A) 
• “Not comparable, clients and government are too demanding” (Source: 
IR4B) 
Trust • “Do not trust local contractors” (Source: IR4B) 
*Note: Refer to Q.4h & Q.8b in Appendix 3.1 
In terms of administrative distance, Table 5.128 shows a very significant 
distance between Australia and China. Hence, the two Tier 1 Chinese MNCs 
perceive high administrative barriers to entering the Australian market. This is 
supported by the Tier 1 Chinese MNCs’ comments quoted in Table 5.129. 
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Table 5.128. Administrative distance between Australia and China*  
Administrative distance Effect on entry (analysed average 
scores)  
a. Australia’s National Prequalification System Extremely high (1) 
b. Level of complexity in administration of projects Extremely high (1) 
c. Level of legislation Extremely high (1) 
d. Differences across different state jurisdictions in Australia Extremely high (1) 
e. Australia’s industrial relations Extremely high (1) 
f. Australia’s taxation system Extremely high (1) 
g. Expectations of Australian government sector client Extremely high (1) 
h. Risk allocation in complex road and bridge projects Very high (2) 
i. Environmental management requirements Extremely high (1) 
j. Community management requirements Extremely high (1) 
k. Quality management requirements Extremely high (1) 
l. Health and safety requirements Extremely high (1) 
Legend: Scale 1 to 7, where 1 represents extremely high effect on entry, and 7 represents extremely 
low effect on entry into host market  
*Note: Refer to Q.25 in Appendix 3.1 
Table 5.129. Administrative barriers: Quotations from interviews with the two Tier 1 




• “Different expectations, not sophisticated, enough management” (Source: IR4A)  
• “[Australian Contractors have] management and maintenance of the system over 
30 years. We have no such experience, local custom, language” (Source: IR4A) 
• “No experience of sophisticated system” (Source: IR4B) 
Other • “Visa requirement, taxes, duties – high in Australia to do business” (Source: 
IR4A) 
• “Length of processing time, bureaucracy, tariffs, duties” (Source: IR4B) 
*Note: Refer to Q.26 & Q.27 in Appendix 3.1 
With regard to the frequency element in the risk dimension of the location 
factor, Table 5.130 summarises the perceptions of top Tier 1 Chinese MNCs chances 
of winning contracts in new road and bridge projects in Australia. Table 5.130 
indicates that compared to developed countries, Australia has moderate 
attractiveness, while compared to developing countries, it is very attractive. 
Table 5.130. Chinese MNCs’ perception of chances of winning new projects*  
MNC Australia compared to developed 
countries  
Australia compared to developing 
countries  
IR4A Unattractive (3) Very attractive (6) 
IR4B Attractive (5) Extremely attractive (7) 
Legend: Scale 1 to 7, where 1 is extremely unattractive and 7 is extremely attractive 
*Note: Refer to Q.23a in Appendix 3.1 
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In summary, due to a lack of primary data in terms of CAGE items and the 
uncertainty element, the risk dimension of L variable perceived by the two Tier 1 
Chinese MNCs is only tentative, and suggests that the risk in the Australian market is 
tending towards very high. This assessment is supported by the Tier 1 Chinese 
MNCs’ perceptions of overall risk in the host market, and is shown in Table 5.131.  
Table 5.131. Risk perceptions of Tier 1 Chinese contractors relative to developed and 
developing countries*  
MNC Australia compared to developed 
countries  
Australia compared to developing 
countries  
IR4A Moderate (4) Very high (2) 
IR4B High (3) Extremely high (1) 
Legend: 7-point semantic differential scale: 1 represents extremely high risk, and 7 represents 
extremely low risk 
*Note: Refer to Q.23c in Appendix 3.1 
Table 5.131 indicates that the overall risk in the host market is high relative to 
other competing developed countries, while the risk is extremely high in Australia 
relative to developing countries. 
5.6.3.1.2 Secondary data: risk 
This section analyses secondary data in terms of different level of risk perceived by 
Chinese MNCs in order to corroborate and complete the picture provided by the 
primary data. In doing so, it first analyses the CAGE items of the asset specificity 
element, then the frequency element and, lastly, the uncertainty element of the risk 
dimension.  
Based on Hofstede’s cultural analysis, the cultural distance between Australia 
and China is found to be 4.689, which is the highest cultural distance from Australia 
among 68 countries in the world (refer to Appendix 8). This indicates that the 
cultural distance between Australia and China is extremely high. In addition, Table 
5.132 suggests that the language barrier between the two countries affects Chinese 
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Table 5.132. Language disadvantage of Chinese MNCs in international construction 
market 
Item Secondary reviews 
Language 
disadvantage 
• “Owing to incompetence in English, a typical Chinese professional will contribute at 
least 10% more time and effort than will a Western professional undertaking a similar 
task (Lei & Chen, 2004). In a typical CIC, about 5% of the overheads is spent on 
appointing resources to deal with language.” (Source: Zhao & Shen, 2008,p 232) 
• “The language disadvantage is also a significant barrier affecting the effectiveness of 
communication between CICs and overseas project clients, resulting in the reduction of 
business opportunity in international markets.” (Source: Zhao, Shen & Zuo, 2009) 
 
The overall administrative distance between China and Australia is 
summarized in Table 5.133. In terms of corruption, China is highly corrupted, and 
the CPI shows a significant gap (46%) between China and Australia. In terms of ease 
of doing business, again, a significant distance (20%) is observed between the 
countries. China is a long way from Australia in terms of both CPI and ease of doing 
ranking. Moreover, Table 5.133 shows the profit tax rate is almost 20% higher in 
Australia than China.  
Table 5.133. Administrative distance between Australia and China: Secondary data 
Indicators Australia China 
Political hostility  




Regularity environment & transparency 
(Source: Euromonitor International, 




Lack of transparency a 
major concern 
Corruption Perception Index (CPI); 
ranked out of 179 countries (Source: 
Transparecy International, 2012) 
85% (very clean); ranked 7th  39% (corrupt); ranked 
80th 
Doing business, 2013 
DTF (%) & ease of doing business; 
ranked (out of 185 countries) 
(Source: World Bank report, 2013) 
80.7%; 10th  60.6%; 91th   
Profit tax (%) 
(Source: World Bank report, 2013) 
26 6.2 
 
Besides Table 5.133, Table 5.134 and Table 5.135 also summarise the 
secondary data concerning the administrative distance between the countries in terms 
of the regularity environment and system management standards. Table 5.134 shows 
a significant difference between the countries, and the adoption of these regulations 
by Chinese MNCs in Australian market would incur higher costs. Secondary 
literature (as quoted in Table 5.135) supports this. 
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Overall, an extremely high administrative distance is observed between 
Australia and China. Hence, these secondary data regarding administrative distance 
corroborate the primary findings. 
Table 5.134. Distance between the regulatory environment governing road, bridge and 




Level of regulation • The level of regulation is medium 
and the trend is increasing 
• The level of regulation is 




bridge and tunnel 
construction activity 
• Complex, involving all tiers of 
government; participants required to 
obtain licenses or registration to 
undertake construction contracts in 
each state and territory 
• Comply with government 
regulations regarding 
construction qualifications, 
market access, road 
maintenance, and financing 
for road construction 
Additional operating 
costs for the firm to 
meet regulations 
• Firms participating required to be 
insured, and licensed to undertake 
business in each state; participants 
incur additional operating costs to 




• Contractors required to comply with 
internationally accredited standards  
• Key accreditation standards include: 
Occupational Health and Safety 
Management System AS4801 
(OHS00188); Quality System 
ISO9001 (QEC14450); and Certified 
Environmental Management System 
ISO14001 (C10336) 
• The Construction Enterprise 
Qualification Management 
Regulation issued in July 
2001 by the Ministry of 
Construction aimed to raise 
the management level of firms 
in the industry by reviewing 
their qualifications 
Source: IBISWorld Industry Report (2013a and 2013b) 
Table 5.135. High costs associated with Chinese MNCs adapting to host markets 
systems 




• “It is vital to understand the cultural, institutional, and regulatory environment, 
and how the government and legal system actually work. Therefore, plenty of 
time should be set aside to allow CICs to understand the local knowledge.” 





• “They [Chinese Contractors] put up cheap crap, substitute good materials for 
rubbish and have coolies who live on-site and who they pay a pittance to. They 
have a record of poor building quality standards and low health and safety 
compliance,” the builder [in New Zealand] claimed. (Source: New Zealand 
Herald, 11 Aug, 2010) 
Environmental 
standards 
• “Sridharan (2007) argued that the largest issue that Chinese firms face abroad 
is their lack of familiarity with the regulations, especially with respect to 
environmental standards. Low environmental awareness leads to complaints 
about environmental issues, which costs the company the compensation in the 
short term and the market share in the long term due to damage to the 
company’s image (Zeng et al. 2003).” (Source: Zhao, Shen & Zuo, 2009, p. 
112) 
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With respect to geographical distance, China is closer to Australia than other 
case studies’ countries, and the physical distance is around 8,662 km. However, there 
is only one Tier 1 Chinese MNC in the mining sector in Australia, as shown in Table 
5.136 This suggests that geographical distance is not a key issue in choosing an 
overseas business location.   




Names of Chinese 
contractors  
Australian NPS- listed 
(2012) prequalified road 
& bridge contractor 
Present in Australia, but 
not in RBT sector  
1 China Railway 
Construction Corp. Ltd. 
No No 
2 China Railway Group Ltd.  No No 
3 China Communications 
Construction Group 
No Mining projects (Source: 
CCCC, n.d.) 
4 China State Construction 
Engineering Corp. 
No No 
Source: Contractors’ websites and NPS (2012) 
With regard to the economy, Table 5.137 summarises the distance between 
Australia and China. China is an emerging economy, while Australia is a developed 
economy. Table 5.137 shows a significant distance (34%) between the countries in 
terms of the ratio of consumer expenditure vs. consumer income. Moreover, in terms 
of consumer expenditure (% of total) across all sectors, Figure 5.18 shows a 
significant difference between the countries. Overall, the economic distance between 
China and Australia is high.  
Table 5.137. Economic distance between Australia and China: Secondary data  
Economic Indicators Australia China 
GDP per capita (USD, Current PPPs) 39 692.06 7 517.72  
Per capita annual disposable income, USD 
(2009) 24 982 2056 
Per capita annual disposable expenditure, 
USD (2009) 23 383 1248 
Ratio of consumer expenditure vs. consumer 
income (%) 94 60 
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Consumer expenditure by sector (% of total 
expenditure) in Australia (2009) 
Consumer expenditure by sector (% of total 
expenditure) in China (2009) 
  
Figure 5.18 Consumer expenditure by sector (as % of total expenditure): Australia vs. 
China  
Source: Euromonitor International, 2010a and 2010e 
Legend: 
 housing         household goods & services       health goods & services      transport           
communications       leisure & recreation        education        hotels & catering       miscellaneous 
goods & services       food & nonalcoholic beverages        alcoholic beverages  & tobacco       clothing 
& footwear 
With respect to the frequency element on the risk dimension of the L factor, 
secondary data in Table 5.32 suggest that the pipeline of available projects in the 
Australian sector of road, bridge and tunnel is moderate. 
The uncertainty element mainly concerns both the industry-level and country- 
level risk in the host market. As mentioned earlier (and shown in Table 5.33), the 
level of risk in the Australian road and bridge industry is moderate. On the other 
hand, Table 5.138 indicates that the country risk in Australia is almost 21% lower 
than that in China.  













2011, out of 
180) 























85.36 74.5 85.65 77.63 9.79 10 9.75 
China 
(40) 
63.55 66.88 48.47 52.41 7.71 8.73 7.25 
Source: ECR (March, 2011) 
 
 Chapter 5: Analysis of Case Studies 
 268 
5.6.3.1.3 Summary of risk 
Secondary data recommends that risks are high in Australia in terms of cultural, 
administrative, and economic distances between the countries. Overall, secondary 
data support the primary findings. 
5.6.3.2 Return 
5.6.3.2.1 Primary data  
Once again, based on Section 4.5.3.2.3, this section analyses the perception of Tier 1 
Chinese MNCs concerning return available or threats to profit in the road, bridge, 
and tunnel sector in Australia and relative to Chinese MNCs’ home market (China) 
and other potential host markets. Based on primary data, the return available in China 
and Australia are summarised in Table 5.139 and Table 5.140, respectively.  
Table 5.139. Chinese MNCs’ view of threats to profit in their home market*  
Porter’s five 
forces 
Factors ( based on questions) Responses on 1 






• Underutilized capacity, or fully stretched • Moderate (4) • Low 
• Range of procurement approaches among 
rivals 
• Different (5) 
• Transparency of tender prices • Extremely easy 
to see (1) 
Entry • Economies of scale • Very high (2) • Low 
• Clients’ views in terms of  reputation • Extremely loyal 
(1) 
• Access to key labour, plant and equipment, 
and material resources  
• Extremely 
available (1) 
• Experience requirements (levels of experience 
& local knowledge) 
• Very high (2) 
• Relationship-specific investments • Extremely deep 
(1) 




• Predatory behaviour (history of acting 
aggressively to discourage new entrants) 
• Extremely 
aggressive (1)  
Substitutes & 
Complements 
• Demand for new road and bridge construction • High (5) • Low 







• Scope for subcontractors and/or suppliers to 




*Note: Refer to Qs.13a to 13m in Appendix 3.1 
Table 5.139 shows that the threats to profit in China are low across all of the 
five forces. This indicates a high return available from Chinese market in the road, 
bridge and tunnel sector.  
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Table 5.140. Chinese MNCs’ view of threats to profit in the host country* 
Porter’s five 
forces 




Internal rivalry a. Level of internal rivalry in Australia Very low (6) Low 
Entry b. Ease of entry Extremely difficult (7) Low 
Substitutes & 
Complements 
NA NA NA 
Buyer Power c. Contractor-client power balance in 
Australia 
Very strong for client 
(6) 
High 
Supplier Power d. Contractor-subcontractor power 
balance in Australia 




e. Contractor-supplier power balance in 
Australia 
Extremely strong for 
contractor (1) 
*Note: Refer to Qs.14a to 14e, Appendix 3.1 
In contrast, Table 5.140 indicates that the return available from Australia is 
tending towards moderate to high. The comparative analyses of the countries suggest 
that low return is available from Australia compared to China. 
Table 5.141. Chinese cases: Return available in Australia relative to developed and 
developing countries*  
MNC Compared with developed countries  Compared with developing countries  
IR4A Moderate (4) Extremely low (1) 
IR4B High (5) Low (3) 
Legend: 7‐point semantic differential scale: 1 represents extremely low return, and 7 represents 
extremely high return 
Note: Refer to Q.23b in Appendix 3.1 
The overall returns in Australia relative to other countries are shown in Table 
5.141. Table 5.141 indicates that relative to other competing developed countries, 
available return in Australia is moderate, while relative to developing countries, the 
available return in Australia is assessed as very low. 
5.6.3.2.2 Secondary data  
In order to support the primary findings, as stated in the previous section, this section 
analyses secondary data concerning the availability of returns in both Chinese and 
Australian road, bridge and tunnel sectors.  
Table 5.142 summarizes secondary data concerning the available return from 
the large construction projects in the road, bridge and tunnel sector in China. Table 
5.142 indicates that the returns available from the road, bridge and tunnel sector in 
China for Tier 1 Chinese MNCs are high at present. This confirms the primary 
findings.  
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• 95% are state-owned companies. 
• The level of industry concentration is low.  
• Competition is low and increasing.  
(Source: IBISWorld Industry Report, 2013c, p 15, 17) 
• Low  
Entry barriers • The known reputation of firms helps them win bids for large 
construction projects. 
•  Maintaining strong relationships with material suppliers ensures 
that road and highway construction companies are offered 
competitive pricing. 
• For most large construction projects, previous experience and 
successes are considered during the tendering process. 
• Primary contractors need to establish long-term good 
relationships with subcontractors in related fields such as road 
and highway design, line-marking and other specialist work.  
• Maintaining relationships with material suppliers and local 
governments are essential for operations within the industry. 
With strong project management experience and already 
established relationships, existing companies are at a competitive 
advantage over new entries. 




• There is growing demand for highway transportation.  
• The 12th Five-Year Plan of Transportation in China issued in 
2011 by the Ministry of Transport calls for about $787.4 billion 
to be invested in fixed assets for road and highway construction 
between 2011 and 2015.  
• The plan calls for about 492 000 kilometres of road and 34 000 
kilometres of highway to be constructed during the period. 
(Source: IBISWorld Industry Report, 2013c, p. 5) 
• Low 





• Supplier power in this industry is assessed as moderate overall. 
(Source: MarketLine 2012c, p.13) 
• Moderate 
 
In contrast, the Australian sector was earlier analysed and is shown in Table 
5.40, which indicates that the return available in Australia is moderate to high. 
Hence, secondary data support Tier 1 Chinese MNCs’ perceptions.  
5.6.3.2.3 Summary of return 
Secondary data corroborates the primary data. In summary, very low returns are 
available from the Australian road, bridge and tunnel sector relative to the Chinese 
market vis-à-vis other competing developing markets. On the other hand, relative to 
other developed markets, the return in Australia is moderate. 
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5.6.3.3 Reconciling risk and return  
This section reconciles the level of return available in Australia, and risks in setting-
up business in the Australian road, bridge and tunnel sector relative to all other 
developed and developing markets. These perceived risks and return are summarised 
in Table 5.143.  
Table 5.143. Risk and return: Chinese MNCs view of risk and return in host market 
relative to all other competing countries*  
MNC Compared to developed countries: Return & risk in Australia 
Compared to developing countries: 
Return & risk in Australia 
IR4A Return (4, moderate) = Risk (4, moderate) 
Return (1, extremely low) < Risk (2, 
very high) 
IR4B Return (5, high) = Risk (3, high) Return (3, low) < Risk (1, extremely high) 
Legend: Return on 7‐point semantic differential scale: 1 represents extremely low return, and 7 
represents extremely high return; Risk on 7-point scale: 1 represents extremely high risk, and 7 
represents extremely low risk 
*Note: Refer to Qd.23b & c in Appendix 3.1 
Table 5.143 shows that compared to other developed host countries, Tier 1 
Chinese MNCs perceive that return and risk profiles in Australia are the same. That 
is, Chinese MNCs perceive that returns available from the host market are equal to 
the investment risks or setup costs in that market. On the other hand, compared to 
developing countries, risks in Australia are higher; that is, the perceived returns are 
lower than the set-up costs. All of these findings are supported by the secondary data.  
5.6.3.4 Summary of analysis of primary and secondary data 
In summary, the symbol  is assigned to Tier 1 Chinese MNCs to represent 
Australia having an unfavourable risk and return profile relative to home market vis-
à-vis all other countries. 
5.6.4 Internalization (I) Advantages 
5.6.4.1 Primary data 
Based on Section 4.5.3.3, this section analyses the I advantages of Tier 1 Chinese 
MNCs by using primary data. First, primary data obtained from the two Tier 1 
Chinese MNCs confirm that to deliver a complex project related to management and 
construction of road, bridge and tunnel in the host country, licensing or exporting is 
highly unlikely, as shown in Table 5.144.  
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Table 5.144. Chinese views regarding possibility of licensing or exporting to local 
clients in the host market* 
MNC Possibility of licensing in an overseas 
market to deliver project related to 
the management of construction of 
major roads, bridges and tunnels  
Possibility of exporting in an overseas 
market to deliver projects related to 
the management of the construction of 
major roads, bridges and tunnels  
IR4A No, relies on our people's expertise No, relies on our people's expertise 
IR4B No, expertise & cheap labour cannot be licensed No, no incentive to do so 
*Note: Qs.21 & 22 in Part 1 of case study questionnaire, as shown in Appendix 3.1 
As stated in Section 3.3.4, I variable is important in order to assess how much 
internalization is required to manage projects, including the supply chain, in 
Australia by the Tier 1 Chinese MNCs. In this regard, the analysis results 
summarised in Table 5.145 indicate that the two Tier 1 Chinese MNCs have negative 
perceptions of the supply chain for managing projects in Australia. This perception 
greatly discourages Chinese MNCs to invest in Australia. 
Table 5.145. Two Tier 1 Chinese MNCs view regarding the supply chain in Australia* 
MNC I factor Possible 
effect 




IR4A a.  Availability & performance 










IR4A b. Contractual relationships 










*Note: Refer to Qs.19a & b in Appendix 3.1 
Table 5.146 summarises the Tier 1 Chinese MNCs’ perception of I advantages 
in Australia, and relative to developed and developing countries. It shows that Tier 1 
Chinese MNCs have I disadvantages relative to developed and developing countries. 
Table 5.146. I advantages of Tier 1 Chinese MNCs in Australia relative to other 
countries* 
MNC Comparative to developed countries  Comparative to developing 
countries  
IR4A Neither advantage nor disadvantage (4) Extremely disadvantage (1) 
IR4B Neither advantage nor disadvantage (4) Highly disadvantage (2) 
Legend: 7‐point semantic differential scale, where 1 represent extremely disadvantage and 7 
represents extremely advantage 
*Note: Q.23d in Part 1 of the case study questionnaire, as shown in Appendix 2 
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5.6.4.2 Summary  
In summary, the symbol ‘’ is given to Chinese Tier 1 MNCs in terms of I 
disadvantages in the host market.  
5.6.5 Attractiveness: Dependent Variable 
5.6.5.1 Primary data: Overall attraction – potential and planned FDI (t+1) 
This section summarises the overall perceptions of the two Tier 1 Chinese 
contractors’ attraction to the Australia’s road, bridge and tunnel sector in comparison 
to other competing developed and developing countries. Table 5.147 shows that 
Australia is neither attractive nor unattractive relative to these other countries. Table 
5.147 also shows that Australia is extremely unattractive relative to all competing 
developing countries.  
Table 5.147. Tier 1 Chinese case study contractors’ perception of overall attractiveness 
to Australia and relative to other countries* 
MNC  Compared to developed countries  Compared to developing countries  
IR4A  Neither attractive nor attractive (4) Extremely unattractive (1) 
IR4B Neither attractive nor attractive (4) Extremely unattractive (1) 
Legend: 7‐point semantic differential scale, where 1 represents Australia as extremely unattractive and 
7 represents Australia as extremely attractive 
*Note: Q.23e in Part 1 of the case study questionnaire, as shown in Appendix 3.1 
5.6.5.2 Secondary data on actual FDI (in t and in t+1) 
Secondary data show the absence of Tier 1 Chinese contractors in the road, bridge 
and tunnel projects in Australia. Although secondary data (shown in Table 5.148) 
shows their presence in the mining sector in Australia, it also suggests that Asia and 
developing countries are their favoured destinations at present. Moreover, secondary 
data suggests that the Tier 1 Chinese MNCs are the newest entrants in the 
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Table 5.148. FDI destinations of Tier 1 Chinese MNCs 
FDI Secondary reviews 
Australia • Recently, ZPMC [associate company of CCCC] won the bid for the steel 
structure project of Phase 2 of Cape Lambert Terminal B for Rio Tinto. The 
project involves four steel structure works, including terminal module, dolphin 
module, pile cap, and tunnel support steel structure. (Source: CCCC website, 




• “Asia and developing countries are the main markets of CICs’ overseas 
businesses. Seymour (1987) suggested that the lack of adequate infrastructure 
and the lack of indigenous contractors in developing countries highlights that the 
clients in these countries are in need of the skills from those international 
contractors who can also offer low prices. This is exactly what CICs can offer.” 
(Source: Zhao & Shen, 2008) 
• “Asia and Africa accounted for most of the contracts, nearly 70 per cent of 
Chinese contractors' total contracted value.” (Source: China Daily 2005, 15 
March)  
• China has developed strategic partnerships with Africa, underpinned by political 
equality and mutual trust, economic win-win cooperation, and cultural 
exchanges. (Source: Chua, 2006) 
• “Using equipment and materials made in China is a key contributor to the CICs’ 
competitive bid price. This is echoed by Pheng et al. (2004), suggesting that the 
relatively low cost of construction machinery, material and equipment from 
China helps the reduction of the bidding price for Chinese firms. Therefore, the 
practice of awarding construction contracts to the lowest bidder in the 
developing countries has given an advantage to the Chinese firms.”(Source: 
Zhao & Shen, 2008, p. 232) 
 
 
5.6.5.3 Summary  
In summary, the symbol  is given to Tier 1 Chinese MNCs in terms of planned FDI 
(t+1) towards Australia. Once again secondary data corroborates the primary findings 
and therefore,  is given for both planned and actual FDI.  
5.6.6 Summary of Chinese Case Study 
5.6.6.1 Overall analysis 
This section summarises the overall findings of the Tier 1 Chinese case study in 
terms of IVs comprising OLI advantages of the attractiveness of the Australian 
market (as an upstream proxy of the DV FDI). This also includes actual FDI into this 
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Table 5.149. Overall OLI advantages of Chinese Tier 1 contractors and relative 







advantage I advantage 
FDI 
Actual FDI 
(t & t+1) 
Planned 
FDI (t+1) 
China      
 
Table 5.149 indicates that the patterns of IVs match with the pattern of 
dependent variable (DV) across all the factors, with the exception of the O (Oa and 
Ot) factor. Similar to the Japanese case, this indicates that O (Oa+Ot) as a single 
factor is not sufficient for discerning the attractivess of the host location (Australia). 
Hence, it indicates that some combination of OLI advantages in the host market is 
important in determining a favourable host location. Table 5.149 further confirms the 
internal validity of the research hypotheses developed in Chapter 3. 
5.6.6.2 Motivation assumptions 
With respect to overseas business motivation, Table 5.150 shows that the key 
motivation of Tier 1 Chinese MNCs is profit seeking, which supports the 
assumptions made in theoretical framework and propositions. Although motivation 
for learning from the host market’s contractors and resource seeking are also 
common to Chinese MNCs, Table 5.150 shows that these motivations are less than 
50% of their total motivation. Thus, Chinese case study also justifies the horizontal 
integration of MNCs’ overseas business growth. 
Table 5.150. Overseas business motivation of Chinese Tier 1 MNCs * 
Overseas business motivation Average (IR4A & IR4B) 
To seek highest ratio of return on investment; and to seek additional 
work to offset spare or underutilised capacity in China 
55% 
To seek learning opportunity from overseas (host) market; and to seek 
to secure resources/outputs from overseas projects to be used as inputs 
into projects in China and/or in other overseas locations 
45% 
Total 100% 
*Note: Q.28 in Part 1 of the case study questionnaire, as shown in Appendix 3.1 
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5.7 CROSS-COUNTRY ANALYSIS  
5.7.1 Objectives 
This section combines the findings across all of the home countries in terms of OLI 
advantages and FDI concerning Australian road, bridge, and tunnel sector. In doing 
so, this section establishes the relationship between IVs and DV by using pattern-
matching techniques. 
5.7.2 O (Oa and Ot) Advantages 
This section summarizes the analytical result of O (Oa and Ot) advantages of all Tier 
1 home MNCs in winning and delivering road, bridge and tunnel projects in 
Australia, based on both primary and secondary findings. With regard to the firm-
specific O advantages, Figure 5.19 shows the radar map of Oa and Ot advantages of 
the four home country MNCs (comprising Spain, US, Japan and China), and relative 
to all tiers of host market contractors.  
 
Figure 5.19. Radar map of Oa and Ot advantages: Cross-country analysis 
 Figure 5.19 indicates that all of the Tier 1 home MNCs from each of the four 
home countries have at least competitive parity with at least one of the three tiers of 
host market contractors in terms of winning complex projects over AUD 50 million 
in the road, bridge, and tunnel sector in Australia, along with competitive advantages 
over all three tiers of host market contractors on at least one or more items pertaining 



















Tier 1: Host market Contractors
Tier 2: Host market Contractors
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On the other hand, based on secondary analyses the competitive country-
specific advantages of the host country and the four home countries (Spain, US, 
Japan and China) are shown in Figure 5.20. Figure 5.20 indicates that the US, Japan 
and Spain are rather closer to Australia in terms of national competitiveness, while 
an appreciable distance is observed between Australia and China across all of the 
four conditions. It seems, therefore, that in terms of country-specific advantages, 
China is less competitive. However, the strong related and supportive industry 
condition in China supports Chinese MNCs to build their firm-specific advantages, 
and to compete internationally.  
 
Figure 5.20. Country-specific O advantages; deploying Porter’s diamond model 
In summary, the symbol  is assigned to all Tier 1 home MNCs in terms of 
winning complex projects over AUD 50 million in the road, bridge, and tunnel sector 
in Australia, as shown in Table 5.151. 
Table 5.151. Oa and Ot advantages of all Tier 1 home MNCs 
Home country  Oa & Ot advantages 
Spain (OR)  
US (OR)  
Japan (IR)  



















 Chapter 5: Analysis of Case Studies 
 278 
5.7.3 Oi and L Advantages: Return versus Risk 
This section summarizes the perceptions of all Tier 1 home MNCs concerning Oi and 
L advantages in establishing business in Australia in the road, bridge and tunnel 
sector.  
Based on primary data analysis, Table 5.152 summarises the risk and return 
dimensions of the L factor. As shown in Table 5.152, Spanish and US MNCs 
perceive that returns available in the host market are high enough to outweigh the 
investment risks or set up costs in the Australian road, bridge and tunnel sector. In 
contrast, Japanese and Chinese MNCs perceive available returns in the selected 
sector in Australia as tending to be lower than risks.  
Table 5.152. Oi and L advantages of all Tier 1 home MNCs in Australia 
MNC Return vs. risk in 
Australia relative to 
developed countries 
Return vs. risk in 
Australia relative to 
developing countries 
Oi and L 
advantages 
Region 
Spain (OR1A)  Return > risk Return > risk  Outside 
Australia Spain (OR1B) Return > risk Return > risk  
US (OR2A)  Return > risk Return > risk  
US  (OR2B) Return > risk Return > risk  
Japan (IR3A)  Return < risk Return < risk  Inside 
Australia Japan (IR3B) Return < risk Return < risk  
Japan (IR3C) Return < risk Return < risk  
China (IR4A)  Return = risk Return < risk  
China (IR4B) Return = risk Return < risk  
 
The overall findings in terms of risk analysis based on primary data show that 
host/home-induced administrative distance is one of the key issues in perceiving the 
investment risks in the sector of the host market. Table 5.153 shows the 
administrative barriers perceive by Tier 1 home MNCs across all the four countries. 
The average analytical results show that Australia’s NPS, level of complexity in 
administration of projects, level of legislation, industrial relations, expectations of 
government sector clients, taxation systems, risk allocations in the projects, lack of 
relationship with subcontractors, and health and safety requirements are the major 
issues when entering into Australia’s road, bridge and tunnel sector.  
Non-recognition of international standard (ISO) Occupational Health and 
Safety Management (OHSM) certification is faced by these MNCs in the sector in 
Australia when bidding as head contractor in federally funded projects. In addition, 
obtaining this OHSM accreditation under the Australian Federal Safety 
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Commissioner (FSC) is a cumbersome process. As such, during application for this 
accreditation, along with proper documentation, home MNCs need to arrange an 
onsite inspection by the Federal Safety Officer in the project on which they are 
working at that time (either in Australia or outside Australia) to verify the 
implementation of OHS procedures and practices on the site (Office of the Federal 
Safety Commissioner, 2012). 
Table 5.153. Administrative barriers in the road, bridge and tunnel sector in Australia* 
  
 
*Note: Refer to Q.25 in Appendix 3.1 
 
Spain US Japan China
a.   Australia’s National Prequalification 
System
2 5 5 1 3.25
b.   Level of complexity in administration 
of projects
3 5 2 1 2.75
c.   Level of legislation 4 4 4 1 3.25
d.   Differences across different state 
jurisdictions in Australia 5 5 3 1 3.5
e.   Australia’s industrial relations 4 2 1 1 2
f.    Australia’s taxation system 7 3 3 1 3.5
g.   Expectations of Australian 
government sector client 4 4 3 1 3
h.   Risk allocation in complex road and 
bridge projects 6 5 2 2 3.75
i.    Lack of large/comparable local 
contractors to partner with a new foreign 
entrant
4 4 3 5 4
j.    Lack of subcontractors 5 4 2 3 3.5
k.   Environmental management 
requirements
6 5 6 1 4.5
l.    Community management requirements 6 4 3 1 3.5
m. Quality management requirements 6 6 7 1 5
n.   Health and safety requirements 4 3 7 1 3.75
Analysed average scores  (entry)
MeanAdministrative distance
Legend : Scale 1 to 7;    where 1 represents extremely high effect on entry 
2 represents very high effect on entry 
3 represents high effect on entry 
4 represents moderate effect on entry 
5 represents low effect on entry 
6 represents very low effect on entry 
7 represents extremely low effect on entry 
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Secondary data analysis concerning the risk dimension of the L factor also 
shows that host/home-induced culture and administrative distances have a major 
impact on the selection of the host country. This analytical result, based on secondary 
data across the four cases, is summarized in Table 5.154.  
Table 5.154. Host/home- induced risks based on secondary data analysis 















Spain (OR) Low Moderate Low Low Moderate Moderate 
US (OR) Low Low Low Low Moderate Moderate 
Japan (IR) High Low Low Low Moderate Moderate 
China (IR) High High Low High Moderate Moderate 
 
Table 5.154 indicates that there is a large number of ‘high distances’ between 
China and Australia across cultural, administrative, and economic items of the asset 
specificity element of the risk dimension. Table 5.154 also indicates high cultural 
distance between Japan and Australia. In contrast, Spain and the US do not show any 
‘high distance’ across any of the CAGE items. This indicates that Spain and the US 
are fairly close to Australia and, therefore, perceive few risks in the Australian 
market. This secondary data analysis of risks supports the primary findings, as shown 
in Table 5.152. 
Secondary data analysis concerning returns available in Australia relative to 
each of the home countries are summarised in Table 5.155. 
Table 5.155. Returns available in Australia compared to each of the four home 
countries 
Home country vs. host country Return in Australia 
Spain vs. Australia High 
US vs. Australia Moderate to high 
Japan vs. Australia Moderate to low 
China vs. Australia Moderate to low 
 
Table 5.155 shows that returns available in the road, bridge, and tunnel sector 
in Australia are tending high relative to Spain and the US. In contrast, the returns 
available in Australia are tending low relative to Japan and China. Therefore, the 
secondary data concerning return is consistent with the primary findings. 
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In summary, Spanish and US MNCs have Oi and L advantages () in 
Australia; while Chinese and Japanese MNCs possess Oi and L disadvantages () in 
Australia. 
5.7.4 I Advantages 
The perception of I advantages of Tier 1 home MNCs in Australia relative to other 
competing countries are summarised in Table 5.156, based on primary data analysis.  
This table indicates that only Tier 1 US MNCs have I advantages in Australia.  
Table 5.156. I advantages of Tier 1 home MNCs in Australia 
Home 
country 
I advantages in Australia 
relative to developed 
countries 
I advantages in Australia 




Spain (OR) Disadvantage Disadvantage  
US (OR) High advantage  Advantage    
Japan (IR) Disadvantage Highly disadvantage  
China (IR) Moderate Extremely disadvantage  
 
Secondary data, as quoted in Table 5.45, shows that Spanish MNCs are bidding 
for projects in the road, bridge and tunnel sector in Australia by joint venturing with 
host market contractors. Secondary data corroborates the primary data, in terms of 
Spanish MNCs’ finding I disadvantages in Australia, and preferring to bid for 
projects by join venturing with host market contractors, at least for a tentative period 
(t or t+1).  
On the other hand, due to a lack of presence of other home MNCs in the road, 
bridge and tunnel sector in Australia, it is difficult to support the primary data 
concerning I factor based on secondary data.  
5.7.5 Overall Attractiveness (DV) 
The overall attractiveness of the Australian road, bridge and tunnel sector is 
measured in terms of Tier 1 home MNCs planned FDI towards Australia as an 
upstream proxy of this DV. Table 5.157 summarises the overall findings, and 
indicates that Tier 1 Spanish MNCs and Tier 1 US MNCs are attracted to the 
Australian road and bridge sector. In contrast, Japanese and Chinese MNCs find the 
Australian market unattractive.  
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 Table 5.157. Attractiveness of Australia to Tier 1 home MNCs 
Case study Planned FDI (t & t+1) Actual FDI (t+1) 
Spain    
US    
Japan    
China    
 
Secondary data on actual FDI (in t and t+1) show a majority of Tier 1 Spanish 
and US MNCs in Australia (including all construction sectors). In contrast, there is a 
lack of presence of Japanese and Chinese MNCs in Australia; therefore, secondary 
data corroborates the primary findings, as shown in Table 5.157. 
5.7.6 Motivation 
The overseas business motivation of home MNCs across all of the four case studies 
are summarised in Table 5.158. 
Table 5.158. Overseas business motivation of Tier 1 home MNCs across all cases* 
Overseas business motivation Spain US Japan China 
To seek highest ratio of return on investment; 
and to seek additional work to offset spare or 
underutilised capacity 
80% 90% 55% 55% 
To seek learning opportunity from overseas 
(host) market; and to seek to secure 
resources/outputs from overseas projects to be 
used as inputs into projects in home country 
and/or in other overseas locations 
10% 10% 45% 45% 
Total 100% 100% 100% 100% 
*Note: Q.28 in Part 1 of the case study questionnaire, as shown in Appendix 3.1 
Table 5.158 indicates that MNCs are mainly seeking returns on investment, 
and deployment of their excess capacities in the host market; that is, all MNCs 
studied are display a MS and/or ES motivation.  
5.7.7 Summary 
This section summarises overall perceptions of Tier 1 home MNCs across all host 
market attractiveness factors. The pattern-matching technique is used in order to test 
the effect of OLI (IVs) on the attractiveness of host market (as an upstream proxy of 
DV FDI), along with the actual FDI into this host market by home MNCs. Therefore, 
the overall perceptions of all home MNCs are combined into a results summary 
matrix format, as shown in Table 5.159. 
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I advantage FDI 
Actual FDI 




(OR1A; OR1B)      
US  




     
China  
(OR4A; OR4B)      
 
The next Chapter 6 discusses the results based on the results summary matrix 
and concludes the research findings in terms of contributions to theory, research 
method and practice, along with reflections for future research.  
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Chapter 6: Discussion and Conclusion 
6.1 INTRODUCTION 
This chapter first discusses the patterns in the results summary matrix, and the extent 
of the match between the OLI IVs and the FDI DV in terms of support (or otherwise) 
for the three hypotheses. Based on this discussion, it then draws conclusions 
concerning the validity of the theoretical framework (developed in Chapter 3), and its 
theoretical, practical and methodological implications for, and contributions to 
multinational contracting. Finally, a reflection on the limitations of this research and 
suggestions for future research are given. 
6.2 DISCUSSION 
6.2.1 General Approach 
The discussion of the results summary matrix is approached from two perspectives. 
The first perspective is a focus on looking down each of the three OLI IV columns, in 
order to assess and evaluate the match between each IV column and the two FDI DV 
columns. The second perspective is a focus on looking across each of the four 
country rows – effectively representing different conditions across the three OLI IVs 
and the FDI DV. The first perspective facilitates discussion of the extent to which the 
data supports (or otherwise) the three hypotheses developed in Chapter 3, while the 
second perspective allows a broader consideration of all results of the three 
hypotheses. Finally, these two perspectives are combined to enable comment on the 
extent to which outcomes of this research, when viewed in these two different ways, 
are mutually supportive and, as such, add further weight to the support (or otherwise) 
for the theoretical framework for multinational contracting, as  developed in Chapter 
3. 
Before discussing the outcomes of these two perspectives, however, there is the 
need for discussion of two fundamental and related points. The first point is the 
extent of the match found by measuring the FDI DV in two different ways: in 
accordance with the orthodox approach, or actual observed FDI; and in terms of the 
approach developed in this research in terms of planned FDI, or the level of the home 
country MNCs’ perceived attractiveness of the Australian market sector. The second 
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point concerns the outcomes of the relative weighting given by the home MNCs to 
different types of motivation. The important relationship between these two points 
relates to the extent to which the data supports the development of the new 
theoretical framework for multinational contracting that is based on the unique 
characteristics of construction activity. In turn, the relationship relates to the extent to 
which the data supports the motivational behaviour underpinning this framework, 
which is based on multinational contractors growing mainly via horizontal 
integration. 
6.2.2 Unique Characteristics of Multinational Contracting and Horizontal 
Integration: FDI as the Sole Dependent Variable 
As established in Chapter 2, the unique characteristics of construction activity 
promote MNCs’ growth by horizontal integration. These unique characteristics are: 
location specificity; local host market client-led demand; and MNCs’ targeting their 
competitive advantages into large and complex projects that suit these large Tier 1 
contractors, and which increase their reliance on local resources and complex supply 
chains, including local subcontractors and suppliers (where these capabilities exist, 
as is the case in Australia).  
In total, and as noted in Section 3.2, these unique characteristics of 
construction activity make export or licensing by MNCs (as alternatives to FDI) 
impractical. Thus, in the case of multinational contracting, the question when 
selecting overseas locations to bid for new projects and patterns of MNC activity is 
restricted to some level of FDI or no FDI. This is an important finding in this 
research. More specifically, all nine home MNCs unequivocally advised “No” in 
their response to the possibility of either licence or exporting to deliver a new major 
road, bridge or tunnel project in an overseas location. This finding is summarised in 
Table 5.42, Table 5.75, Table 5.108 and Table 5.144.  
It was also noted (in Section 3.2) that the question of whether or not to commit 
FDI in the case of multinational contracting, is likely to have the effect of promoting 
the explanatory power of the O and L factors, or the why and the where, as the key 
parts of this question. At the same time, the I factor’s overall explanatory power in 
the eventual FDI decision, given its orthodox role to focus on the how (export, 
licence or FDI), is consequently adjusted in this case of FDI-or-no-FDI in 
multinational contracting. That is, the MNC knows that in order to bid for an 
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overseas project in a new location, it will need to commit some level (likely to be a 
significant level) of FDI. This means that the role of the I factor is changed to explain 
what level of FDI materialises (rather than addressing the orthodox question 
concerning FDI versus export, versus licence). In other words, the I factor’s focus is 
now on how much, or the nature and extent of the mode of entry that might be viable, 
given the configuration of O and L factors that the MNC assesses in respect of a 
particular host market it is considering entering. In the case of multinational 
contracting, therefore, the operation of the I factor, and how this factor explains 
variations in the levels of FDI, occurs after the MNC has initially assessed its relative 
O and L advantages, and after it has decided that, prima facie, it is attracted to the 
target host market. As a corollary of this, there could be situations in which an MNC 
enters a market in the presence of significant I disadvantages that are outweighed by 
strong O and L advantages. In contrast, and in this situation under the orthodox 
operation of the OLI hypothesis (in sectors that have the choice of export, licence or 
FDI), the firm might have decided to export and/or licence in preference to FDI into 
this market.  
Evidence that would support this expectation and the new theoretical 
framework developed in Chapter 3, would be found when the assessment of the I 
factor per se yields an unreliable prediction with regard to the question of selecting 
an overseas location and patterns of MNC activity. This situation is also supported 
by this research and shown to exist in the case of Spain in the results summary 
matrix (Table 5.159). A more detailed comment on this situation is given in Section 
6.2.3.3, in terms of the extent of the match between the I IV and the FDI DV, when 
adopting the perspective of focusing on this variable by looking down this IV 
column, and assessing and considering the match between this IV column and the 
FDI DV. In brief, the key empirical data concerning the “No” response to licensing 
and export, as well as the mismatch between the I IV and the FDI DV (measured in 
two ways) that surfaced in the data provided by Spanish MNCs, support the novel 
approach taken (in this research) to measuring FDI as the sole DV in the case of 
multinational contracting. This can be traced back to the unique characteristics of 
multinational construction activity that promote horizontal integration, and is a 
prerequisite to the new theoretical framework and hypothesis developed in Chapter 
3.  
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Again, horizontal integration as a motivation is strongly supported by the data 
across all MNCs in each of the four countries. As shown in Table 5.158, the 
combined average percentage for MS (“Seek highest ratio of return on investment”) 
and ES (“Seek additional work to offset spare/under-utilised capacity in home 
country”) is greater in all four countries (and substantially greater in the US and 
Spain) than the combined average percentage for SAS (“Seek learning opportunity 
from overseas host market/Australia”) and RS (“Seek to secure resources/outputs 
from overseas projects to be used as inputs into projects in home country and/or in 
other overseas locations”). MS and ES are consistent with horizontal integration, 
whereas SAS and RS are consistent with vertical integration. 
The requirement to develop a new measure of FDI, and as the sole dependent 
variable in multinational contracting, is further justified when the time dimension in 
the evolution of the MNC into the host market is considered. That is, in the initial 
entry mode period (or time t), there might well be MNCs who display very modest 
FDI; however, this may well belie a considerably high level of attraction that the 
MNC holds for the host market in the long-term (or in t+1). Here, the MNC could 
decide that risks arising from transaction costs associated with initial I disadvantages 
can be mitigated by limited and cautious investment, and seek to develop familiarity 
with the supply chain towards increasing the level of FDI in t+1.  
At the other extreme, and in t+1, there could be MNCs that have considerable 
FDI and have become well established in the host market, but have experienced a 
recent change that causes them to want to divest from this host market. In other 
words, at a particular point in time, the level of attraction to a host market conveyed 
by a MNC might not be accurately conveyed by the observed level of FDI. It is also 
logical to expect to see significant variations in the level of attraction to the host 
market among MNCs who have yet to commit any FDI to that market. At the 
extremes of this category of non-FDI MNCs, vis-à-vis the focal sector and in the 
focal host country, there could be MNCs on the verge of committing FDI to the host 
market that have a reasonably high level of attraction to the host market. At the other 
extreme, and again in this non-FDI category, there could be MNCs who have little or 
no intention of committing FDI to the host market, and that have extremely low 
levels of attraction to that market. Furthermore, it should be expected that towards 
the very high level of overall attraction and towards the very low level of overall 
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attraction, then some actual FDI and an absence of FDI, respectively, can be 
expected. On this basis, it remains useful to also measure actual FDI/non-FDI to help 
corroborate and strengthen the measure of FDI and the overall research findings.  
Once again, a new measure of FDI as the sole dependent variable in 
multinational contracting justified when the time dimension in the evolution of the 
MNC into the host market supported in this research by reference to the matching 
pattern of outcomes on the FDI DV measured in two ways in terms of actual FDI and 
market attraction: by looking down the two final columns in the results summary 
matrix (Table 5.159), and by looking across the four home country rows on the FDI 
DV. That is, this pattern set indicates that Australia’s road, bridge and tunnel sector 
is an extreme case in which actual observed FDI does seem to convey, and relatively 
well, the current and near term situation. At the same time, it suggests stability in this 
situation and no prospect of this changing unless some radical change occurs (a point 
that is developed initially in Section 6.2.3 and further in Section 6.3.2.4).  
The stability of the market sector in Australia is supported by the secondary 
data that shows Spanish and US civil contractors as being well established for some 
time in road, bridge and tunnel projects, including in the related mining sector in 
Australia. On the other hand, there is, and has been, (and, again, for an appreciable 
period), a lack of Japanese and Chinese MNCs as separate bidding entities in this 
sector. For example, Table 5.100 shows that, from 1991 to 2000, Japanese MNC 
Obayashi Corporation provided its services in the road, bridge and tunnel sector in 
Australia; however, since 2001, this sector has not seen any Japanese MNCs as 
separate bidding entities. There has also been a dearth of Chinese MNCs as separate 
bidding entities.  
More fundamentally, this stability is supported and demonstrated by returning 
to the summary of Chapter 1, which notes that comprehensive research shows that 
Australia as a host country for projects in the road, bridge and tunnel sector, presents 
a very unusual and extreme case compared with the situation in other sectors. That is, 
research elsewhere shows that multinational firms (including Chinese and Japanese 
firms) tend to focus growth in their own region. In stark contrast, this research shows 
that this is not the case in multinational contracting.  
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6.2.3 Pattern Matching: Looking Down Columns in Results Summary Matrix  
6.2.3.1 Ownership (Oa and Ot) advantages and Hypothesis 1 
The first column in the results summary matrix concerns competitive advantages in 
terms of Oa and Ot; that is, advantages possessed by the home MNCs over both local 
Australian contractors and other rival home MNCs vis-à-vis bidding for major public 
sector roads, bridge and tunnel project in Australia. These Oa and Ot advantages are 
not location bound; rather, they are firm-specific asset advantages. The hypothesis of 
O advantages developed in Section 3.3.2 in the context of multinational contracting 
is as follows:  
Hypothesis 1: The more competitive the advantage of the home MNC arising 
from its O resources (when compared to the O resources of the domiciled 
Australian (host) contractors and rival home MNCs) to deliver and manage a 
major public sector road, bridge and tunnel project in Australia, the more 
likely that the home MNC will be attracted to the Australian (host) market, 
and the more likely it is that the actual FDI by this home MNC into this 
Australian market will be observed. 
This first column in the results summary matrix on Oa and Ot advantages 
shows balanced but opposing results. That is, there is a strong match between Spain 
and the US’s Oa and Ot advantages with actual and planned FDI, but an equally 
strong mismatch between Japan and China’s Oa and Ot advantages with actual and 
planned FDI. On this basis, Spain and the US support Hypothesis 1, whereas the 
Japanese and Chinese results do not support Hypothesis 1. Thus, the overall results 
on Oa and Ot advantages partially support Hypothesis 1. This indicates that if O 
advantages are viewed in isolation as a single explanatory IV, then the O factor 
appears to be an unreliable indicator of FDI. However, this narrow view might 
understate the overall explanatory contribution of the O factor as a complementary 
factor to one or both of the other two factors, which are better surfaced when looking 
across the rows in the results summary matrix, which include the L and I factors. As 
mentioned, this broader view allows a more fundamental consideration of the totality 
of the results of the three hypotheses combined, and of the extent to which all results 
support the new theoretical framework of multinational contracting developed in 
Chapter 3.  
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6.2.3.2 Location (Oi and L) advantages and Hypothesis 2 
The second column in the results summary matrix, concerns location-bound 
advantages in terms of Oi and L and is the function of two key dimensions, namely, 
return and risk. The hypothesis of L advantages (developed in Section 3.3.2) in the 
context of multinational contracting is as follows:  
Hypothesis 2: The more the home MNC perceives that the returns/profits 
available in the host market outweigh the set-up and delivery costs or 
investment risks in the host market, the more likely that the home MNC will 
be attracted to the Australian (host) market, and the more likely that actual 
FDI in this market by the MNC will be observed.  
This second column in the results summary matrix shows a strong match 
between all four countries on Oi and L advantages with actual and planned FDI.  On 
this basis, Hypothesis 2 is fully supported by this research. This indicates that if Oi 
and L advantages are viewed in isolation as a single explanatory IV, then the Oi and 
L factor appears to be a reliable indicator of FDI. Again, however, this narrow view 
could be misleading and, this time, might overstate the explanatory contribution of 
the Oi and L factor.  
Logically, there are at least two scenarios, in the case of multinational 
contracting, that could cause the Oi and L factors to be misleading. The first scenario 
concerns a theoretical and favourable Oi and L factor (), with the perception of 
return over risk. However, this might not predict a high level of actual or planned 
FDI; rather, there might be a low level or zero actual/planned FDI (). This scenario 
could arise if the O factor is so unfavourable () as to make, in practice, the 
investment cost and risks unbearable and beyond some threshold point within the 
home MNC organisation. This is despite the possibility of a return that, in theory, 
could outweigh these investment cost and risks.  
The second scenario concerns an unfavourable Oi and L factor (), but with a 
high level of actual/planned FDI (). This could be associated with an unfavourable 
O factor () in the situation that the MNC displays a SAS or RS motivation and 
seeks to learn and/or use outputs from the host country into projects in its home 
country and/or in other host locations. Only by taking a broader perspective and 
looking across the columns in the results summary matrix, including the O and I 
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factors, while also considering motivation, can these two scenarios be effectively 
discounted.  
6.2.3.3 Internalisation (I) advantages and Hypothesis 3 
The third column in the results summary matrix concerns internalisation (I) 
advantages and reflects the home MNC’s perception of the host market’s supply 
chain as a resource to be mobilized in order to win and deliver new projects. The 
hypothesis of I advantages (developed in Section 3.3.2), in the context of 
multinational contracting, is as follows:  
Hypothesis 3: The more the home MNC perceives the host market’s supply 
chain to be a positive resource, the more likely that the home MNC will be 
attracted to the Australian (host) market, and the more likely actual FDI by 
the MNC into this market will be observed. 
This third column in the results summary matrix shows a match across three 
countries on I advantages and disadvantages with actual and planned FDI and one 
mismatching case. That is, the US, Japan and China cases support Hypothesis 3, 
whereas the Spain case does not support this hypothesis. Thus, the overall results on 
I advantages partially support Hypothesis 3. This indicates that if I advantages are 
viewed in isolation as a single explanatory IV, the I factor appears to be an unreliable 
indicator of FDI. Once again, however, this narrow view can be misleading, and can 
understate the overall explanatory power and contribution of the I factor. This is 
particularly the case in terms of eventual and actual observed FDI and the I factor’s 
contribution to the entry mode decision, which is downstream of the initial decision 
to commit some level of FDI. As with the O and L factors, the I factor’s contribution 
is better surfaced by taking a broader perspective and looking at all the results, and in 
conjunction with the O and L factors.  
6.2.4 Pattern Matching: Looking across the Rows in Results Summary Matrix 
The previous three sections have discussed the results summary matrix when viewed 
by looking down the columns. This discussion confirmed that:  
• The O (Oa and Ot) factor column partially supports Hypothesis 1, and partially 
explains FDI. When viewed in this way – as a single explanatory IV – the O 
factor can be an unreliable indicator of FDI; however, this view might understate 
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its explanatory contribution as a complementary factor to one or both of the other 
factors; 
• The L (Oi and L) factor column fully supports Hypothesis 2 and fully explains 
FDI. When viewed in this way – as a single explanatory IV – the L factor can be 
a reliable indicator of FDI; however, this view can overstate its contribution as an 
explanatory factor, subject to the two scenarios mentioned that would cause the L 
factor to mislead; 
• The I factor column partially supports Hypothesis 3, and partially explains FDI. 
When viewed in this way – as a single explanatory IV – the O factor can be an 
unreliable indicator of FDI; however, this view might understate its explanatory 
contribution. This is particularly the case in terms of eventual and actual 
observed FDI and the I factor’s contribution to the entry mode decision, which is 
downstream of the initial decision to commit some level of FDI. 
The discussion now addresses the matter of the potential of each of the three 
factors to either understate or overstate their explanatory contribution when viewed 
in isolation as a single variable. This is achieved, this time, by looking across the 
country rows in the results summary matrix, starting with the I factor. 
Section 6.2.2 discussed a wide range of strong empirical support for the 
approach taken in this research of treating the FDI as the sole DV. It also provided 
corresponding support for anticipating the adjusted role of the I factor not so much in 
terms of the orthodox question of FDI versus licence, versus export, but in terms of 
the question of how much FDI, including the entry mode decision (having decided to 
commit some level of FDI). Spain was mentioned in Section 6.2.2 as providing 
evidence of this adjusted role of the I factor, and Table 5.45 summaries other key 
evidence that shows Spanish contractors adopting a joint venture as their entry mode. 
Amongst other things, joint venture allows Spanish contractors the chance to become 
familiar with the local supply chain, and to mitigate its initial perceived 
disadvantages of this local supply chain. In brief, this indicates that the analysis (in 
Section 6.2.3.3) achieved by looking down the columns, does understate the role of 
the I factor. 
With regard to the O factor, Dunning sees institutional ownership (Oi) 
advantages as within the scope of attributes the firm can deploy. However, this 
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research is able to take the approach of treating Oi attributes in conjunction with the 
L factor. This is because they are both location-bound, or the product of the mix 
between home MNC and host country, and both are measured equally effectively by 
using the same dimensions/elements and items established in Chapter 4. It is clear 
then that there is a close relationship between the O and L factors. Furthermore and 
logically, elements in the risk dimension in the L factor are likely to be affected by 
the home MNCs’ starting or non-location-bound attributes. Again logically, the role 
of the O factor would be expected to increase as attributes become rarer and more 
inimitable.  
Looking across the four countries’ attributes in terms of Oa and Ot attributes, 
there is a tendency toward homogeneity. In other words, the essential resources 
recorded (and comprising Oa and Ot) to deliver new major roads, bridges and tunnels 
over AUD 50 000 appear to widely distributed, at least among Tier 1 from Australia 
and the four home countries in this research. However, there are appreciable 
differences across the four countries on Oi attributes, in particular, those concerning 
quality, health and safety, and environmental systems that contribute to the matching 
results between the combined Oi and L factor and actual and planned FDI. Again, 
this indicates that the analytical approach of looking down the columns (see Section 
6.2.3.1) understates the role of the O factor. 
In relation to the Oi and L factor, the two scenarios mentioned that would cause 
the Oi and L factor (in this case of multinational contracting) to be misleading can be 
discounted, at least in this research. The first scenario might arise if the O factor is so 
unfavourable () as to make, in practice, the investment cost and risks unbearable 
and beyond some threshold point within the home MNC organisation – despite the 
possibility of a return that, in theory, could outweigh these investment costs and 
risks. In (at least) the case of multinational contracting and roads, bridge and tunnels 
over AUD 50,000, this seems unlikely, as all home MNCs and Australian contractors 
in this research indicate that their attributes are mostly not rare and can be imitated. 
As such, capabilities to deliver roads, bridges and tunnels over AUD 50,000 do 
appear to be widely distributed, at least amongst Tier 1 from Australia and the four 
home countries in this research.  
The second scenario depends on the MNC displaying an SAS and/or RS 
motivation, and seeking to learn and/or use outputs from the host country into 
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projects in its home country, and/or in other host locations. Results regarding 
motivation were referred to in Section 6.2.2. It has been noted that all the MNCs 
from all four countries do not display a tendency towards SAS and/or RS motivation; 
rather, they display an overall strong tendency towards MS motivation (“Seek 
highest ratio of return on investment”), and/or ES motivation (“Seek additional work 
to offset spare/under-utilised capacity in home country”). This time, the discussion 
raised by looking across the rows indicates that the analysis undertaken by looking 
down the columns (in Section 6.2.3.2) does not overstate the role of the Oi and L 
factor. 
6.2.5 Pattern Matching: Combined View Down Columns and Across Rows in 
Results Summary Matrix 
What follows is a summary of the above discussion of the results, based on the two 
perspectives: evaluating the three OLI factors as independent variables by looking 
down columns; then, more broadly, evaluating them as a set of variables operating in 
concert to explain FDI in the context of multinational contracting and the major 
roads, bridges and tunnels in Australia’s public sector. 
• The I factor is the least important factor in explaining the FDI-or-not-FDI 
decision. However, it cannot be ignored, given that MNCs know that some level 
of internalisation and FDI will be required, and that this factor subsequently 
adopts a central role in explaining the eventual observed/actual level of FDI both 
in terms of entry mode in time t, and once the MNC has become established in 
time t + 1. 
• The O (Oa and Ot) factor contributes an important complementary role in 
explaining the FDI-or-not-FDI decision and, again, cannot be ignored. 
• The L (Oi and L) factor assumes the most important role in explaining the FDI-
or-not-FDI decision. 
6.3 CONCLUSION 
6.3.1 Theoretical Framework for the Operation of the OLI Factors in the 
Context of Multinational Contracting 
Having assessed the FDI DV in two ways, and then having assessed the effect of 
each of the three OLI factors/IVs on the FDI DV in pursuance of testing the three 
hypotheses, this research has met its objectives (as set out in Chapter 1). More 
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broadly, the outcome of these objectives, represented by the summary of the 
discussion in the previous section, shows the relative importance of the OLI factors 
and provides very strong evidence to support the operation (articulated as three key 
moves) and validity of the theoretical framework of multinational contracting 
(developed in Chapter 3). In so doing, this research has ultimately addressed its aim, 
and established the determinants of the willingness of multinational contractors to 
bid for Australian public sector major road, bridge and tunnel projects.  
6.3.2 Contributions 
6.3.2.1 General contributions 
In achieving the aim and objectives of this research, a number of key contributions 
have been made. In order to claim a study's contribution to research, changes in both 
scope and certainty need to be considered. As stated by Runeson and Skitmore 
(1999), changes in scope are determined by claims made after the completion of the 
research, while certainty can be assured through validity and reliability testing of the 
claims. The validity of the theoretical framework of multinational contracting is 
underpinned by the research design and methods, and by the extensive primary and 
secondary data that speak strongly for validity and reliability. The following section, 
which discusses the research contributions, focuses on changes in the research scope, 
and address Sections 1.5 and 2.5 that initially established the research opportunity 
and gap arising from the literature review. 
6.3.2.2 Theoretical development 
This is the first empirical work to deploy the OLI paradigm in multinational 
contracting and, specifically, in the Australian public roads, bridges and tunnels 
sector. As such, this increases the scope of the OLI framework on two fronts. First, 
the nature of the sector and, second, the focus on in-bound FDI, as opposed to the 
extant body of empirical work related to construction activity that focuses on out-
bound FDI. 
By paying close attention to the unique characteristics of construction that 
promote MNCs’ growth by horizontal integration, and by leveraging the opportunity 
these unique characteristics present, this is the first empirical study to reveal the 
relative importance of the OLI factors. In doing so, the study more clearly delineated 
the role of I factor. More specifically, it was theorized, and empirical support was 
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generated to show, that these unique characteristics make export or licence (as 
alternatives to FDI) impractical, so that the question of selecting overseas location 
and patterns of MNC activity becomes FDI-or- no-FDI. In turn, this promotes the 
explanatory power of the O and L variables (given in the orthodox OLI framework, 
the I factor seeks to explain the choice of export, licence, or FDI); consequently, this 
demotes the explanatory power of I variable in the FDI-or-not-FDI question.  
At the same time, it is theorized, and shown, that the explanatory power of the I 
factor is promoted on the question of the choice of entry mode when FDI is selected, 
and once the MNC has selected an overseas location in which to bid for a new 
project and effectively commit some level of FDI. In brief, this changes the role of 
the I variable from explaining the how (in the orthodox OLI paradigm, FDI versus 
licence, versus export) to how much (if FDI, then the nature and extent of the FDI in 
terms of entry mode) in the context of multinational contracting.  
Meanwhile, O and L continue to speak to the why and where, respectively, on 
the question of selecting overseas locations to bid (FDI-or-no-FDI), and on patterns 
of MNC more generally. Indeed, Seymour (1987, p. 86) states that, “Specifying the 
need for simultaneous attainment of the three conditions the OLI framework does not 
automatically assume that these factors are fixed but enables them to vary with firm 
and industry specific characteristics”. Seymour (1987) again argues that  
Although OLI variables may be classed separately, the interdependence of 
these components is an essential part of the framework that suggests that 
clearly defined limits between the OLI advantages may not exist. Seymour 
(1987, p. 57)  
That is, Seymour indicates that understanding the relative importance of the O, 
L and I factors, and clarifying their roles with respect to the attractiveness of a 
particular sector and host location, would be very valuable but very difficult to 
achieve. Indeed, this research has been extremely difficult and complex. However, 
given the fruits of the research, it’s considered to have been most worthwhile. A new 
theoretical framework of multinational contracting, while consistent with orthodox 
OLI and recognising the relevance of all OLI factors, has more clearly delineated the 
role of each of the OLI in terms of three key moves. It has shown the L factor to have 
the greatest explanatory role in determining the attractiveness of the host country, 
and the initial FDI-or-not-FDI decision. It has also shown the complementary role of 
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the O factor and the I factor’s impact on the subsequent entry mode and further FDI, 
as the MNC establishes itself.  
Furthermore, the research has extended the scope of a range of economic 
theory to the OLI IVs, and in the context of multinational contracting; that is, it has 
applied Resource-Based Theory to the O factor; Porter’s five forces model and 
Coase’s transaction cost theory to the L factor; and Dunning and Lundan’s whole-of-
supply chain perspective to the I factor. All of these theories have been extended to 
the application of OLI in the context of multinational contracting. 
6.3.2.3 Development in methods 
Again, as a result of leveraging the unique characteristics of construction and 
developing the role of the I factor and other related developments (explained in 
Section 3.2), this research developed a novel approach to measuring FDI DV. It did 
this in two ways; namely, by measuring attractiveness on a 7-point semantic 
differential scale (or planned FDI) based on the primary data collected in the case 
study questionnaire, and by using secondary data to uncover the orthodox actual 
observed FDI.  
With regard to the OLI IVs, this research deployed and operationalised in a 
unique way a wide range of microeconomic theories that are advocated by Dunning 
(2008b) (and identified in Section 2.3) to achieve a far more meaningful analysis. 
This analysis includes not only the assessment of differences between firms, but also 
the differences between countries, by fixing a focal host market (Australia) and 
allowing the effect of induced differences, or distances, between competing firms in 
various host countries to be incorporated into the analysis. This is a much more 
sophisticated approach and beyond the analysis of Likert-like scale responses to long 
lists of factors collected in survey work in the empirical studies in construction. 
These surveys simply list and measure key factors that affect outbound FDI, and do 
not allow for any induced host/home effects. Indeed, the ‘shopping list of factors’ 
approach in survey work is a key criticism, not just of the empirical work in 
construction-related studies, but of all OLI empirical work (Grosse, 2003). Dunning 
(2002) elaborates on this critique: 
It is clear that these studies can, at best, do little more than identify and 
perhaps rank by importance the sort of factors which business take into 
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account in establishing production units abroad…in summary, they may be 
criticized, partly because they fail to differentiate between motives and 
determinants, partly because they do not identify the assumptions underlying 
the answers given by firms, and partly because no attempt is made to 
normalize for differences in the characteristics of firms or countries. 
Dunning (2002, p. 67). 
Moreover, Dunning (2008b) notes: 
The propensity of enterprises of a particular nationality to engage in FDI will 
vary according to the economic-, institutional- and cultural- specific 
characteristics of their home countries, and those of the country(ies) in 
which they propose to invest, the range and types of products they tend to 
produce, and their underlying management and organisational strategies. 
Dunning (2008b, p. 103) 
Hence, the approach taken in this research allowed for host/home-induced 
differences, and invoked in-depth consideration of host/home-induced cultural, 
administrative, geographic and economic distances. Thus, this research represents a 
more effective way of accounting for the variations noted by Dunning. A further 
contribution to method is given by the novel approach developed to operationalise 
the economic theories used to assess the OLI IVs in the context of multinational 
contracting.  
As explained in Section 3.3.2, this research operationalises RBT to assess the 
O (Oa and Ot) factor. By deploying RBT, the O advantages of host market’s 
contractors, vis-à-vis MNCs from other home countries operating in the host market, 
can be determined in terms of valuable key resources.  
Section 3.3.3 explains how this research also operationalises Coase’s (1937) 
transaction cost theory to assess the Oi and L advantages of MNCs in the host market 
in the presence of host/home-induced distances in terms of culture, administration, 
geography and economy (CAGE) for the first time. The greater the home/host-
induced distances the more likely that home MNCs need to adapt the host market’s 
institutional environment and, consequently, this distance increases an MNC’s 
internal management costs. Rugman and Verbeke (2005) consider that these costs 
and risks are location-linking, specific investments which arise due to asset 
specificity or host/home-induced distances. As such, CAGE distances are taken to 
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equate to asset specificity to measure host/home-induced distances, along with 
uncertainty and frequency borrowed from TCE to assess the risk dimension on the Oi 
and L factor.  
In concert with this approach, Porter’s (1985) five forces model is deployed to 
assess the return dimension of Oi and L factor. Moreover and as explained in Section 
3.3.3, this research deploys Dunning and Lundan’s (2008b) whole-of-supply chain 
approach in order to assess what mix of internalisation and externalisation the MNC 
considers to be best to manage the project in the host market. 
6.3.2.4 Implications for practice 
The theoretical framework of multinational contracting can be used by any MNC to 
serve as a guide to selecting new overseas location(s) in which to consider bidding 
for major road, bridge or tunnel projects, as well as other construction projects.  
With regard to the Australian government, this study provides an advanced 
understanding of the extent of the attractiveness of Australia’s major road, bridge or 
tunnel projects and the ways in which this can be increased, particularly from the 
perspective of MNCs in Australia’s region, including China and Japan. Here, the key 
practical implication concerns the relative importance of the L factor. More 
specifically, one of the two dimensions on this factor is risk. Cultural distance 
appears to be the most fundamental distance, and is strongly associated with 
administrative distance, which was also an element in the CAGE approach to 
measuring the risk dimension in the L factor (This is most clearly seen in Table 
5.153). That is, the incidence of red lights representing administrative barriers 
increased with cultural distance; China, with the greatest cultural distance to 
Australia, possesses the greatest number of red lights. 
Based on this finding, governments in Australia might need to consider 
structural/longer-term changes in procurement policy and practice to reduce barriers 
to entry arising from the administrative distance, in order to attract more interest 
from MNCs from countries that exhibit appreciable cultural distance from Australia 
(for example, China and Japan). That is, if government considers that adding to and 
nurturing more competition in major projects in the civil contracting sector, and that 
including more competition from MNCs inside the Australian region is in the public 
interest, then structural/longer-term changes to procurement policy and practice can 
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be considered. Furthermore, host countries that are similar to Australia could also 
benefit from using the outcomes of this research to increase the attractiveness of their 
infrastructure.  
6.3.3 Limitations and Implications for Future Research 
This study presents opportunities for future research to address some of its 
limitations, which are explained below. 
• This research is conducted as a static analysis. As such, a longitudinal study 
might  deliver outcomes to complement this research. 
• This research considers the horizontal integration of an MNC’s growth – 
including MS and ES motivation – as the underlying assumption, while 
developing a theoretical framework for the multinational contracting context. 
There would be value in conducting a study in which the MNCs are selected as 
displaying SAS and/or RS motivation, to explore how the OLI framework can be 
adopted in this scenario. 
• The delimitation of sector, home and host locations could also be relaxed and 
different sectors and home and/or host locations selected. For example, the same 
model and research method could be deployed in a new case study with a new 
host country with a similar culture to Australia (such as North American 
countries); however, this new case country could be hypothesised as having 
lower administrative costs, as indicated by MNCs from Australia’s region (such 
as China, Japan and South Korea) bidding into North America. Or perhaps, the 
same model and research method could be deployed in a new case study with a 
new host country, with a dissimilar culture to Australia (such as China, Japan or 
Korea), and with a lack of MNCs from Australia and countries with a dissimilar 
culture to the host country (such as the US and Canada), in an effort to 
understand the key barriers to entry in this new case host country. 
• This research indicates that the I factor has more explanatory power in 
determining the downstream decision of FDI concerning initial selection of entry 
mode, based on estimated O and L advantages in the host market and subsequent 
further FDI. Further research based on the I factor could be conducted to more 
clearly show the way it adopts a central role once the MNC has made the 
decision to commit some level of FDI.  
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6.4 SUMMARY 
This research represents the first analysis of the OLI framework in the context of in-
bound FDI by multinational contractors. The research also deploys a range of 
economic theories advocated by Dunning to surface the relative importance of each 
of the OLI factors, and to contribute fundamentally to OLI theory.  
The research approach includes a novel approach to measuring FDI based on 
the home multinational contractors’ perceptions of the attractiveness of the focal 
sector in Australia, in tandem with the orthodox approach of observing actual FDI. 
On each of the OLI factors, this research also represents the first operationalisation 
of: RBT on the O factor; Coase’s transaction cost theory in conjunction with Porter’s 
five-forces model with regard to the L factor; and Dunning’s more contemporary 
approach to measuring the I factor – all in the context of multinational contracting.  
Very stong empirical evidence is presented to support the conclusion that it is 
not differential capability (O factor), nor supply chain management (I factor) per se, 
that is the key determinant of multinational contractors’ (that is, from the home 
countries studied) attraction to, and actual FDI into, the focal Australian sector. 
Rather, the key determinants are the perceived return and risk profile of these road, 
bridge and tunnel projects (L factor). Thus, the relative importance of the OLI factors 
are surfaced for the first time.  
Beyond its theoretical contributions – the further development of the OLI 
framework and the deployment of  a range of economic theories to measure each of 
the OLI factors – the research also yields important practical contributions. For any 
multinational contractors contemplating outbound-FDI (including Australian 
multinational contractors), the model developed and tested in this research can be 
used to guide the search and selection of new overseas location/s in which to 
consider committing FDI. It also provides a framework for a bidding decision for a 
project/s in the chosen location/s. From an Australian government perspective, this 
research suggests structural/longer-term changes in procurement policy and practice 
to reduce barriers to entry arising from administrative distance that is strongly 
associated with cultural distance. In this way, Australia can attract more interest from 
multinational contractors from countries that exhibit appreciable cultural distance 
from Australia, including Chinese and Japanese contractors from its own region.
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Appendix 1 
Title: Case study questionnaire for (local) contractors headquartered in Australia 
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1. If you would like to receive a summary of the analysis of aggregated data from all the case studies 
conducted and the global survey of contractors, along with an analysis of secondary data, then please tick 
the following box:  
 
During the process of completing this questionnaire, if you would like to make any further comments, then 
these are welcomed after Part 2 and towards the end of this questionnaire. 
 
Scope and definitions: 
• “The contractor” is the firm responding to this questionnaire and includes all divisions and subsidiaries in 
Australia and overseas but excludes attributes possessed by any parent company or sister companies 
• Complex and non-complex and roads & bridges – please see Appendix for indicative characteristics of 
these two very approximate categories of roads & bridges 
• An attribute is a potential source of competitive advantage either currently possessed (controlled/more than 
50% owned by the contractor) and/or potentially available to be possessed/procured by the contractor at the 
time of the case study interview and able to be used in terms of a potentially more competitive bid (lower 
price and/or more desirable bid from the client’s perspective, in any or across all of the following services: 
design; construction; operations and maintenance; and financing aspects of the project) for a major/complex 
road and/or bridge project 
o To qualify as a source of potential competitive advantage, an attribute (or some part of an 
attribute) possessed by the contractor needs to be, at least in theory, deployable (physically mobile 
and/or electronically/virtually transferable) into a project located in Australia  
o The essential scope of potential competitive advantages concern those attributes required to 
manage (plan; procure; and coordinate and control) the process of the construction; 
reconstruction; and widening of a roads and bridge construction; These attributes contribute and 
improve the chances of a successful bid by the contractor for projects - as the head/lead 
contractor as a sole bid or as a joint-head/lead contractor in a joint bid; All questions exclude 
attributes exclusively associated with tunnels except for part of Question 8 and Question 15. 
o Beyond this essential scope concerning the construction of roads and bridges; the contractor may 
advise, in response to a question, other attributes surrounding construction, for example, the 
ability to manage and/or deliver in-house design and/or operations and/or maintenance and/or the 
ability to advance finance to road and bridge projects 




• Potential sources of competitive advantages in road construction; reconstruction and widening and 
bridge construction over AUD50million and which will be scaled by the research team - relative to the 
Australian market and contractors that are currently registered in the Australia’s National Prequalification 
System (Civil Construction, Road and Bridge) 
 
Main rivals  
 
• The term “main rivals” refers to the contractor’s competitors who affect the contractor’s bid/bidding 
decision in some way in complex roads & bridges (described in the Appendix) and are those main 
rivals established in Question 2 and not the entire market/other sub-sectors.  
 
2. In complex roads & bridges (described in the Appendix): 
a. What is the approximate value range of project and approach to procurement from which your firm 
generates the most turnover nationwide in Australia?  
i. Please insert approximate project value range: $__________________________________ 
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ii. Please insert procurement approach: ___________________________________________ 
 
b. In complex roads & bridges and in the value range and procurement approach you noted above, 
very approximately how many main rivals nationwide in Australia does your firm have? Please 
insert number:__________________ 
 
Technical and service attributes 
 
3. How easily can your firm access key resources in its supply chain/provided by other independent firms in 
complex road & bridge projects (in the value range and procurement approach that you noted in Question 2) 
and in the region/state in Australia in which your firm finds key resources are most accessible?  
 
a. Key subcontractors: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply  
 
b. Key suppliers: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply  
 
c. Skilled labour: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
 
d. Unskilled labour: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
 
e. Key plant and equipment: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
 
f. Key materials: Please circle (1 to 7):  
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
 
4. Does your firm, on a worldwide basis, undertake significant investment in research and development of new 
technology and systems to be used in complex road and bridge projects? Please circle: Yes/No 
 
a. If yes, then what is the order of this investment? Please tick one/closest box: 
 AUD 10,000s 
 AUD 100,000s 
 AUD 1,000,000s 
 AUD 10,000,000s 
 AUD 100,000,000s 
 
5. Where applicable and in terms of contracts awarded to your firm post Global Finance Crisis (since around 
end of 2008), please insert in each cell in the table in this question the approximate highest contract sum 
awarded (nationwide in Australia); approximate upper level contract sum (nationwide in Australia); and a 
more typical/preferred contract sum in Australia (all to nearest AUD 25 million) – with respect to your firm 
operating as a single entity and not as joint bidder/in collabouration with other firms and across its the 
various kinds of service/procurement approaches including construct only and other approaches. Please also 
indicate whether the payment terms tend toward a lump sum or a cost plus arrangement. 
 
• Notes for Question 5 Table 
o  “Highest contract sum” = Your firm’s largest road contract in Australia 
o “Upper level contract sum” = A project size that occurs on an infrequent basis in your firm and 
there may only be a few of these contracts in each year  
o “Typical/preferred contract” = Represents the majority of road contracts in your firm 
o “Lump sum” = Interim payments made during construction towards a fixed sum agreed as part of 
the execution of construction agreement/contract 
o “Cost plus” = Reimbursement of costs incurred by the contractor plus a fee for the management 
services provided by the contractor 
o Services/procurement approaches offered by the contractor 
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 Construction only – The contractor takes responsibility for construction only in response 
to a design that is provided by the client and/or the client’s agents/designers/engineers 
 Design - could be delivered by your firm’s in-house engineers and/or by independent 
firms of engineers appointed directly and managed by your firm 
 Operations and maintenance - could be delivered by your firm’s in-house resources 
and/or by independent firms specializing in this activity and appointed directly and 
managed by your firm 
 Contractor’s finance – concerns your firm’s capacity to raise debt and/or equity finance 
as the lead contributor and contractor to finance the entire design and construction; 
operation and maintenance of the road and in return receiving revenues/tolls direct from 
users or from regular service/availability payments from government 
 
Question 5 Table 
Service/procurement Complex roads & bridges post GFC 
Construct only Highest contract sum – nationwide (to nearest AUD25 million):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest AUD25 million):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to nearest AUD25 
million):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then please tick the box:  
Design and construct Highest contract sum – nationwide (to nearest AUD25 million):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest AUD25 million):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to nearest AUD25 
million):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then please tick the box:  
Design; construct; 
operate & maintain 
Highest contract sum – nationwide (to nearest AUD25 million):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest AUD25 million):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to nearest AUD25 
million):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then please tick the box:  
Contractor’s finance Highest contract sum – nationwide (to nearest AUD25 million):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest AUD25 million):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to nearest AUD25 
million):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then please tick the box:  
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6. Where applicable, please insert in each cell in the table in this question your firm’s highest level capability 
(the region in which your firm operates with the greatest capability to construct tunnels). 
 
• Notes for Question 6 Table 
o T1: Cut and cover tunnels, constructed in a shallow trench and then covered over 
o T2: Bored tunnels, constructed in situ, without removing the ground above 
o T3: Immersed tube tunnels, sunk into a body of water and sit on, or are buried just under, its bed 
o Upper level size = The highest value of the tunnel only (either representing the entire project or 
part of a project) that you firm would consider bidding for in Australia and on a lump sum basis 
 
 
Question 6 Table 
Service T1: Tunnel T2: Tunnel T3: Tunnel 
Construct only Upper level size/value – 
nationwide (to nearest 
AUD 25 million):______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
AUD 25 million):______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
AUD 25 million):______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Design and construct Upper level size/value – 
nationwide (to nearest 
AUD 25 million):______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
AUD 25 million):______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
AUD 25 million):______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Design; construct; 
operate & maintain 
Upper level size/value – 
nationwide (to nearest 
AUD 25 million):______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
AUD 25 million):______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
AUD 25 million):______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
 
7. In terms of your all your firm’s (or its subsidiaries) operations outside of Australia and worldwide, are any 
of the upper level contract sums in the cells in the above Question 5 Table and/or in Question 6 Table, likely 
to be exceeded and/or might there be an entry in a cell with respect to operations outside of Australia that is 
not applicable in Australia? Please circle: Yes/No/Don’t know 
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8. Where applicable, please insert in each cell in the table in this question the approximate number of years 
your firm (including its subsidiaries) both within Australia and worldwide, has operated.  
 
Question 8 Table 
Service/procurement 
approach 
Complex roads & bridges 
Approximate number of years 
Construct only  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Design and construct  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Design; construct; operate & 
maintain 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Contractor’s finance  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 
9. Approximately, how many managerial staff (including project managers and supervisors) and 
professional/technical staff (including engineers and surveyors) pertaining to all kinds of civil works are 
currently directly employed by your and on a full-time ongoing basis? 
 
a. Nationwide in Australia (including all subsidiaries). Please tick one/the closest box: 
 = Less than 100  = 100-500  = 500-1,000  = 1,000-5,000  = 5,000-10,000  
 = 10,000-20,000  = More than 20,000 
 
b. Overseas (including all subsidiaries). Please tick one/the closest box: 
 = Less than 100  = 100-500  = 500-1,000  = 1,000-5,000  = 5,000-10,000  




10. How difficult is it for your firm in Australia to raise or allocate finance for bidding costs in the order of 
AUD 25 million (a commonly reported approximate estimate of bidding costs for major PPP projects in 
Australia) for a AUD 1 billion complex road and bridge project in which 2 or 3 other contractors are also 
competing and what is the impact of losing this money in a bid? Please circle (1 to 7):  
 
a. Extremely difficult/costly to raise this level of finance 1 2 3 4 5 6 7 Straightforward to raise this 
level of finance 
b. Loss of this level finance in one unsuccessful bid in Australia: 
i. Considerable negative impact on your firm’s operations in Australia– restricting ability to 
bear further bidding costs of the order of > AUD 25 million for the next 12 months 1 2 3 4 
5 6 7 Negligible impact on your firm’s operations in Australia   
11. Is your firm able to access parent company financial guarantees or some financial guarantee from some 
other entity? Please circle: Yes/No 
 
a. If yes, then please further brief details if possible:_____________________________ 
 
 
 Appendix 1 334 
12. Please indicate your firm’s approximate turnover (including subsidiaries) in road and bridge construction in 
the last 12 months.  
 
a. Please insert approximate sum and to the nearest  AUD 25 million in respect of nationwide 
operations in Australia in the sector (project value range and procurement approach) you 
indicated in Question 2:___________ 
b. Please insert approximate sum and to the nearest  AUD 25 million in respect of nationwide 
operations in Australia in all service/procurement approaches: ____________ 
c. Please insert approximate sum and to the nearest AUD 25 million in respect of worldwide 
operations in all service/procurement approaches: ____________ 
 
System management attributes 
 
13. Does your firm possess third party certified and internationally recognised management systems in respect 
of complex road and bridge projects over AUD 50million? Please circle: Yes/No  
 
a. If yes, then please give brief details: 
i. Quality management system (for example, ISO 9001): 
1. Description (name and code number):___________ 
2. Please indicate the approximate scope of the application of the system: 
a. Approximate minimum project size and complexity :_______ 
b. Locations in Australia in which system used: Please circle: Few 
regions /most regions/all regions 
3. Approximate year in which system first used (in any region):__________ 
 
ii. Environmental management system (for example, ISO 14001): 
1. Description (name and code number):___________ 
2. Please indicate the approximate scope of the application of the system: 
a. Approximate minimum project size and complexity :_______ 
b. Locations in Australia in which system used: Please circle: Few 
regions /most regions/all regions 
3. Approximate year in which system first used (in any region):__________ 
 
iii. Occupational Health and Safety Standard management system (for example, OHSAS 
18001): 
1. Description (name and code number):___________ 
2. Please indicate the approximate scope of the application of the system: 
a. Approximate minimum project size and complexity :_______ 
b. Locations in Australia in which system used: Please circle: Few 
regions /most regions/all regions 
3. Approximate year in which system first used (in any region):__________ 
 
Nature of potential competitive advantages 
 
14. Please indicate how rare amongst your firm’s main rivals nationwide in Australia (established in 
Question 2) are your firm’s technical/service; financial; and/or system management attributes and how 
difficult/costly is it for those main rivals with lesser attributes to imitate and reach the same level in the 
attributes as possessed by your firm? 
 
a. Accessibility to key resources you indicated in Question 3 (a to f). Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
b. Research and development investment you indicated in Question 4. Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
c. Profile of service/procurement categories in complex roads & bridges in Question 5 Table. Please 
circle (1 to 7):  
 Appendix 1 335 
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
d. Profile of service/procurement categories in Tunnels in Question 6 Table. Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
e. Experience in service/procurement categories in complex roads and bridges in Question 8 Table. 
Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
f. Staff profile in Question 9 (a and b). Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
g. Finance/bidding tolerance for a new road and bridge project (in the order of <insert equivalent 
AUD 25million) you indicated in Question 10. Please circle (1 to 7): 
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
h. Turnover in Question 12 (a, b and c). Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
i. Third party certified and internationally recognised management systems as you indicated in 
Question 13. Please circle (1 to 7): 
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
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Appendix: Complex roads & bridges  
 
Some indicative characteristics of complex road construction; re-construction and widening and complex bridges  
 
Roads 
• General earthworks exceeding 5 metres in cut or fill 
• Mechanically stabilised earth construction and other substantial retaining structures 
• Excavation in hard rock where blasting is likely to be required 
• May include pavement construction using non-conventional materials  
• Non-standard and heavy duty pavements (including heavy duty asphalt pavements and variations of type and scale 
within the project) 
• High performance surfacing 
• Special foundation and/or subgrade and subsoil drainage treatments grade-separated intersections 
• Complex community/stakeholder management 
• Complex environmental risk management. 
• Complex grade separated interchanges, multiple carriageways involving complex staging 
• Complex staged traffic management in high speed and/or urban environments 
• Complex community/stakeholder interfaces 
• Complex service relocation 
 
Bridges 
• Complex earthworks, including guidebanks and rock protection 
• Superstructures with simply supported pre-stressed concrete girders and cast-in-situ composite decks 
• Simply supported voided slab superstructures 
• Foundations which may be complex and/or require deep piling and/or require floating equipment or temporary bridges 
• Heavy foundations involving piles or steel liners driven from floating equipment 
• Simple geometry, simple post tensioning 
• Structures carrying significant public utilities 
• Structures involving spherical/pot bearing systems and fabricated expansion joints 
• Construction over operating roads (low-medium traffic volumes) and electrified rail lines 
• Significant fabricated steel superstructures 
• Complex geometric/aesthetic shapes 
• Elevated overpass structures with complex geometry 
• Superstructures requiring segmental construction techniques, incrementally launching techniques, floating 
• Cranes and launching trusses for placement of girders 
• Small cable stayed bridges, such as footbridges 
• Construction over navigable waterways 
• Construction over operating roads (high traffic volumes) and electrified rail lines 
• Complex community/stakeholder interfaces 
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Appendix 2.1 
Title: Initial version 1 of case study questionnaire for contractors’ headquartered 
outside Australia  
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Australian Research Council Grant (Grant ID Number: LP0989743) 
Short title of grant: Major Infrastructure Procurement 
(Further details available at: https://wiki.qut.edu.au/display/arcmip) 
 
Project 2 (of 4): Developing international business theory (Dunning’s “Eclectic Paradigm”) on the issue of in-
bound foreign direct investment: Multinational contractors’ willingness to bid for Australian public sector 
major road infrastructure 
 
Initial draft of pilot questionnaire to be developed as a research instrument in case studies of contractors from 
<insert home country> and which are not currently registered in Australia’s National Prequalification 
System (Civil Construction) 
 
The Appendix 2 lists documents requested to supplement answers given in response to the questionnaire (some 





• Section A: Potential sources of competitive advantages 
• Section B: Perceptions of return and investment/risk  
• Section C: International business motivation 
• Section D: Overall attractiveness of the Australian public sector major road market 
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Section A: Potential sources of competitive advantages in road construction; reconstruction and widening 
over AUD 50 million and which will be scaled by the research team - relative to the Australian market and 
contractors that are currently registered in the Australia’s National Prequalification System (Civil Construction) 
 
Scope and definitions: 
• Each potential source of competitive advantage (or attribute) is to be either currently possessed 
(controlled/more than 50% owned by the contractor and/or potentially available to be possessed by the 
contractor at the time of the case study interview and able to be expressed in terms of a potentially more 
competitive bid (lower price and/or improvements in any or all of the design; construction; operations and 
maintenance; and financing aspects of the project from the client’s perspective) for a major road project in 
Australia.  
o “The contractor” is the firm responding to this questionnaire and includes all divisions and 
subsidiaries in the Chinese market and in overseas markets but excludes attributes possessed by any 
parent companies or sister companies 
o To qualify as a source of potential competitive advantage, an attribute (or some part of an 
attribute) possessed by the contractor needs to be, at least in theory, deployable (physically mobile 
and/or electronically transferable) to projects beyond home country’s national boundaries and 
including projects located the Australia; More simply, only attributes that can be possibly deployed 
into a project located in Australia project are to be included 
o The essential scope of potential competitive advantages concern those attributes required to 
manage (plan; procure; and coordinate and control) the process of the construction; reconstruction; 
and widening of a road (excluding attributes exclusively associated with bridges and tunnels) 
and which improve the chances of a successful bid by the contractor for projects as the head or lead 
contractor either as a sole entity.  
o Beyond this essential scope; the contractor may advise in response to the question other attributes 
concerning for example the ability to manage and/or deliver in-house design and/or operations 
and/or maintenance and/or the ability to advance finance to the project.   
•  The term “main rivals” refer to the contractor’s key rivals only in the particular sector defined in the 
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Technical and service attributes 
1. Where applicable and in terms of contracts awarded to your firm post Global Finance Crisis (since around 
end of 2008), please insert in each cell in the table in this question the approximate highest contract sum 
(nationwide); approximate upper level contract sum (nationwide); and a more typical/preferred contract sum 
in the larger provinces (all to nearest AUD 25 million) – with respect to your firm (as a single entity 
provider and not as joint bidder/in collaboration with other firms) and across its the various service 
categories beyond construction only services. Please also indicate whether the payment terms tend toward a 
lump sum or a cost plus arrangement (with the exception of contractor’s finance). 
• Notes for Question 1 table 
o “Highest contract sum” = Your firm’s largest road contract in home country  
o “Upper level contract sum” = A project size that occurs on an infrequent basis in your firm and 
there may only be a few of these contracts in each year  
o “Typical/preferred contract” = Represents the majority of road contracts in your firm 
o “Lump sum” = Interim payments made during construction towards a fixed sum agreed as part of 
the execution of construction agreement/contract 
o “Cost plus” = Reimbursement of costs incurred by the contractor plus a fee for the management 
services provided by the contractor 
o Design - could be delivered by your firm’s in-house engineers and/or by independent firms of 
engineers appointed directly and managed by your firm 
o Operations and maintenance - could be delivered by your firm’s in-house resources and/or by 
independent firms specializing in this activity and appointed directly and managed by your firm 
o Contractor’s finance – concerns your firm’s capacity to raise debt and/or equity finance as the 
lead contributor and contractor to finance the entire design and construction; operation and 
maintenance of the road and in return receiving revenues/tolls direct from users or from regular 
service/availability payments from government 
o Non-complex and complex – please see Appendix 1 for indicative characteristics of these two very 
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Service Non-complex roads post GFC Complex roads post GFC 
Construct only Highest contract sum – nationwide (to nearest 
AUD 25million):_____________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to 
nearest AUD 25million):__________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest AUD 25 
million):____________ 
• Please circle: Lump sum / cost plus 
 
If your firm not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest 
AUD 25million):_____________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
AUD 25million):__________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest AUD 25 
million):____________ 
• Please circle: Lump sum / cost plus 
 
If your firm not offer services in this cell, then 
please tick the box:  
Design and construct Highest contract sum – nationwide (to nearest 
AUD 25million):_____________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to 
nearest AUD 25million):__________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest AUD 25 
million):____________ 
• Please circle: Lump sum / cost plus 
 
If your firm not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest 
AUD 25million):_____________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
AUD 25million):__________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest AUD 25 
million):____________ 
• Please circle: Lump sum / cost plus 
 
If your firm not offer services in this cell, then 
please tick the box:  
Design; construct; 
operate & maintain 
Highest contract sum – nationwide (to nearest 
AUD 25million):_____________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to 
nearest AUD 25million):__________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest AUD 25 
million):____________ 
• Please circle: Lump sum / cost plus 
 
If your firm not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest 
AUD 25million):_____________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
AUD 25million):__________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest AUD 25 
million):____________ 
• Please circle: Lump sum / cost plus 
 
If your firm not offer services in this cell, then 
please tick the box:  
Contractor’s finance Highest contract sum – nationwide (to nearest 
AUD 25million):_____________ 
 
Upper level contract sum – nationwide (to 
nearest AUD 25million):__________ 
 
Typical/preferred contract sum – in larger 
provinces (to nearest AUD 25 
million):____________ 
 
If your firm not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest 
AUD 25million):_____________ 
 
Upper level contract sum – nationwide (to nearest 
AUD 25million):__________ 
 
Typical/preferred contract sum – in larger 
provinces (to nearest AUD 25 
million):____________ 
 
If your firm not offer services in this cell, then 
please tick the box:  
 
 
 Appendix 2.1 345 
2. How rare amongst your firm’s main rivals in complex roads is your firm’s service profile (as you have 
shown in the Question 1 table) and how difficult/costly is it for your firm’s main rivals in complex roads to 
imitate and reach a similar service profile as possessed by your firm?  
a. Service profile - possessed by all main rivals 1 2 3 4 5 6 7 Unique to your firm 
b. Straightforward to replicate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
3. In terms of your all your firm’s (or its subsidiaries) operations outside of home country and worldwide, are 
any of the upper level contract sums in the cells in the table in Question 1 likely to be exceeded and/or might 
there be an entry in any of the cells that you may have indicated not applicable? Please circle: Yes/No/Don’t 
know 
a. If yes, then please give brief details________________________________________________ 
___________________________________________________________________________ 
4. Where applicable, please insert in each cell in the table in this question the approximate number of years 
your firm (including its subsidiaries and outside of home country/worldwide, has operated.  
Service Non-complex roads 
Approximate number of years 
Complex roads  
Approximate number of years 
Construct only  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Design and construct  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Design; construct; operate & 
maintain 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Contractor’s finance  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
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5. How rare amongst your firm’s main rivals in complex roads is your firm’s experience across its service 
profile (as you have shown in the Question 2 table) and how difficult/costly is it for your firm’s main rivals 
in complex roads to imitate and reach a similar service profile as possessed by your firm? Please circle:  
a. Experience (service profile) - possessed by all main rivals 1 2 3 4 5 6 7 Unique to your firm 
b. Straightforward to replicate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
6. Approximately how many managerial and professional/technical staff (including engineers) pertaining to 
civil works are currently directly employed by your firm at salaried and on a full-time ongoing basis? 
a. Nationwide 
 = Less than 100  = 100-500  = 500-1,000  = 1,000-5,000  = 5,000-10,000  
 = 10,000-20,000  = More than 20,000 
b. Overseas (including all subsidiaries) 
 = Less than 100  = 100-500  = 500-1,000  = 1,000-5,000  = 5,000-10,000  
 = 10,000-20,000  = More than 20,000 
7. How rare amongst your firm’s main rivals in complex roads is your firm’s managerial and 
professional/technical staff profile as shown in Question 6 (a and b) and how difficult/costly is it for your 
firm’s main rivals in complex roads to imitate and reach a similar staff profile as possessed by your firm? 
Please circle:  
a. Staff profile - possessed by all main rivals 1 2 3 4 5 6 7 Unique to your firm 
b. Straightforward to replicate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
8. How easily can your firm has access key resources upstream in it supply chain / provided by other 
independent firms in complex road projects in the larger provinces in home country?  
a. Key subcontractors: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
b. Key suppliers: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
c. Skilled labour: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
d. Unskilled labour: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
e. Key plant and equipment: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
f. Key materials: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
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9. How rare amongst your firm’s main rivals in complex roads is your firm’s access to key resources as shown 
in Question 8 (a to f inclusive) and how difficult/costly is it for your firm’s main rivals in complex roads to 
imitate and reach a similar staff profile as possessed by your firm? Please circle:  
a. Key resources - possessed by all main rivals 1 2 3 4 5 6 7 Unique to your firm 
b. Straightforward to replicate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
10. How feasible is it from a technical/logistical perspective (ignoring a financial viability perspective) could it 
be for your firm to deploy key resources used in the larger provinces in home country into a project in 
Australia? 
a. Key subcontractors: Please circle: 
i. Straightforward 1 2 3 4 5 6 7 Technically/logistically prohibitive 
b. Key suppliers: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
c. Skilled labour: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
d. Unskilled labour: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
e. Key plant and equipment: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
f. Key materials: Please circle: 
i. Plentiful supply 1 2 3 4 5 6 7 Extremely difficult to access/severe shortages 
11. Does your firm on a worldwide basis undertake significant investment in research and development of new 
technology and systems to be used in road projects? Please circle: Yes/No 
a. If Yes, then what is the order of this investment? Please tick: 
 AUS $10,000s  AUS $100,000s  AUS $1,000,000s  AUS $10,000,000s  AUS 
$100,000,000s  
12. How rare amongst your firm’s main rivals in complex roads is your firm’s investment in research and 
development as shown in Question 11 and how difficult/costly is it for your firm’s main rivals in complex 
roads to imitate and reach a similar level of investment possessed by your firm? Please circle:  
a. Research and development investment - possessed by all main rivals 1 2 3 4 5 6 7 Unique to your 
firm 
b. Straightforward to replicate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
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Financial attributes 
13. Please indicate the approximate total civil construction turnover in the last financial year nationwide. Please 
insert to nearest AUD $25million____________ 
a. What approximate proportion of this turnover is attributable to road construction? Please insert 
approximate percentage:___________ 
b. What is the approximate proportion of total civil construction nationwide turnover as part of 
worldwide total civil construction turnover? Please insert approximate percentage:__________ 
14. How rare amongst your firm’s main rivals in complex roads is your firm’s total turnover as shown in 
Question 8 (a and b) and how difficult/costly is it for your firm’s main rivals in complex roads to imitate and 
reach a similar total turnover as possessed by your firm? Please circle:  
a. Turnover - possessed by all main rivals 1 2 3 4 5 6 7 Unique to your firm 
b. Straightforward to replicate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
15. How easy is it for your firm nationwide to raise additional finance to cover bidding costs (in the order of 
AUD 25million) 
a. Straightforward 1 2 3 4 5 6 7 Extremely difficult/costly 
b. Please indicate key sources of additional finance: Please insert brief details_________________ 
__________________________________________________________________________ 
16. How rare amongst your firm’s main rivals in complex roads is your ability to raise additional finance to 
cover bidding costs (in the order of AUD 25million) and how difficult/costly is it for your firm’s main rivals 
in complex roads to imitate and reach a similar total turnover as possessed by your firm? Please circle:  
a. Additional finance  - possessed by all main rivals 1 2 3 4 5 6 7 Unique to your firm 
b. Straightforward to replicate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
17. Is your firm able to access parent company guarantees or some guarantee from some other entity? Please 
circle: Yes/No 
a. If yes, then please give brief details_____________________________________________________ 
______________________________________________________________________________ 
System management attributes 
18. Does your firm possess third party certified and internationally recognised management systems in respect 
of road projects? Please circle: Yes/No  
a. If yes, then please give brief details: 
i. Quality management system (for example, ISO 9001): 
i. Description (name and code number):___________ 
ii. Please indicate the approximate scope of the application of the system: 
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1. Approximate project size and complexity threshold:__________ 
2. Provinces in which system used: Please circle: Few/minority/most/all 
iii. Approximate year in which system first used (in any province):__________ 
b. Environmental management system (for example, ISO 14001): 
i. Description (name and code number):___________ 
ii. Please indicate the approximate scope of the application of the system: 
i. Approximate project size and complexity threshold:__________ 
ii. Provinces in which system used: Please circle: Few/minority/most/all 
iii. Approximate year in which system first used (in any province):__________ 
c. Occupational Health and Safety Standard management system (for example, OHSAS 18001): 
i. Description (name and code number):___________ 
ii. Please indicate the approximate scope of the application of the system: 
i. Approximate project size and complexity threshold:__________ 
ii. Provinces in which system used: Please circle: Few/minority/most/all 
iii. Approximate year in which system first used (in any province):__________ 
19. How rare amongst your firm’s main rivals in complex roads is the profile of your firm’s third party certified 
and internationally recognised management systems as shown in Question 11 (a; b and c) and how 
difficult/costly is it for your firm’s main rivals in complex roads to imitate and reach a similar profile of 
third party certification as possessed by your firm? Please circle:  
a. Third party certification - possessed by all main rivals 1 2 3 4 5 6 7 Unique to your firm 
b. Straightforward to replicate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
The contractor and main rivals’ rare and/or unique attributes relative to contractors in Australia  
20. Within and/or beyond the technical/service; financial; and/or system management attributes identified in 
questions 1 to 20 above, are there any other attributes that might be unique or rare to your firm and/or your 
main rivals in complex road projects in home country and which you imagine would not be possessed by all 
larger/Tier 1 contractors currently delivering complex road projects in the Australian? Please circle: Yes or 
No 
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Section B: The contractor’s perceptions of the level of return/profit available in the Australian market relative to 
the contractor’s home market and other current and currently targeted host markets and the contractor’s 
perceptions of the investment/risk associated with bidding and delivering a complex road project in Australia 
relative to other current and currently targeted host markets 
 
21. Please indicate your firm’s main sector in its home market in home country on the basis of contribution to 
turnover nationwide. Please insert type of service and very approximate typical value of road projects in this 
sector: _________________________________________________________________________ 
22. In your firm’s main sector noted in Question 21, how would you rate the following factors affecting the 
level of competition for your firm’s services in this sector:  
a. Complex roads over AUD 150million 
i. Numbers of main rivals that affect your firm’s bidding decision 
a. Please circle: Few/4 to 8 main rivals/ more than 8 main rivals 
ii. Workload  
a. Please circle: Dramatically declining 1 2 3 4 5 6 7 Dramatically increasing 
iii. Labour; plant and equipment and materials costs faced by your firm and its main rivals 
a. Please circle: Extremely similar 1 2 3 4 5 6 7 Extremely different 
iv. Spare capacity levels amongst your firm and its main rivals 
a. Please circle: Substantial spare capacity 1 2 3 4 5 6 7 Fully stretched 
v. Nature of services provided by your firm and its main rivals 
a. Please circle: Extremely similar 1 2 3 4 5 6 7 Extremely different 
vi. Observability of prices amongst your firm and its main rivals 
a. Please circle: Extremely easy to observe price movements 1 2 3 4 5 6 7 Extremely 
difficult to observe price movements 
vii. Price signaling and/or cooperative pricing amongst amongst your firm and its main rivals 
a. Extremely high level price cooperation 1 2 3 4 5 6 7 Extremely low level of price 
cooperation  
viii. Economies of scale available to your firm from more than one project in this sector 
a. Extremely high level of economies of scale 1 2 3 4 5 6 7 Extremely low level of 
economies of scale 
ix. Clients value reputation 
a. Clients are extremely loyal 1 2 3 4 5 6 7 Clients are extremely indifferent to past 
relationships 
x. Access to key labour; plant and equipment and materials resources are equally accessible by 
established firms as well as new entrants (local or foreign) 
a. Key resources readily available to all 1 2 3 4 5 6 7 Highly preferential access to key 
resources by established local firms 
xi. Experience curve 
a. An extremely steep experience curve exists 1 2 3 4 5 6 7 New entrants (local or 
foreign) can develop specific knowledge of market very quickly 
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xii. Networks 
a. A complex and deep network of relationship-specific investments between 
contractors and clients and subcontractors and suppliers 1 2 3 4 5 6 A very 
straightforward link between contractors and clients and subcontractors and suppliers 
exists 
xiii. Government protection 
a. Polices favour incumbents 1 2 3 4 5 6 7 Policies encourage new entrants 
xiv. Predatory behavior 
a. Incumbent firms have a history of acting to drive new entrants out of the mark  1 2 3 
4 5 6 7 incumbents display little if any predatory behavior 
xv. Scope for clients to integrate backwards 
a. Clients can take over contractors in this market extremely easily 1 2 3 4 5 6 7 It is 
extremely difficult for clients to take over contractors in this market 
xvi. Scope for suppliers to integrate forwards 
a. Subcontractors and suppliers can collaborate and displace contractors in this market 
extremely easily 1 2 3 4 5 6 7 It is extremely difficult for Subcontractors and suppliers 
can collaborate and displace contractors in this market 
23. What do you estimate your firm’s view might be concerning the following factors affecting the level of 
competition in the sector similar to that you indicated in Question 21 and in the sector involving the 
provision of finance from the contractor in return for revenues from users / availability or services payers by 
the client (e.g. Public Private Partnerships -PPPs)? 
a. Sector similar to that you indicated in Question 21 
i. Level of internal rivalry: 
a. Extremely high level of rivalry 1 2 3 4 5 6 7 Extremely low level of rivalry 
ii. Ease of entry for new foreign entrants 
a. Extremely easy to enter market 1 2 3 4 5 6 7 Extremely difficult to enter market 
iii. Contractor-client power balance 
a. Power balance strongly in favour of contractor 1 2 3 4 5 6 7 Power balance strongly 
in favour of client 
iv. Contractor-subcontractor power balance 
a. Power balance strongly in favour of contractor 1 2 3 4 5 6 7 Power balance strongly 
in favour of subcontractors 
v. Contractor-supplier power balance 
a. Power balance strongly in favour of contractor 1 2 3 4 5 6 7 Power balance strongly 
in favour of suppliers 
b. In the contractor’s finance (e.g. PPP) sector  
i. Level of internal rivalry: 
a. Extremely high level of rivalry 1 2 3 4 5 6 7 Extremely low level of rivalry 
ii. Ease of entry for new foreign entrants 
a. Extremely easy to enter market 1 2 3 4 5 6 7 Extremely difficult to enter market 
iii. Contractor-client power balance 
a. Power balance strongly in favour of contractor 1 2 3 4 5 6 7 Power balance strongly 
in favour of client 
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iv. Contractor-subcontractor power balance 
a. Power balance strongly in favour of contractor 1 2 3 4 5 6 7 Power balance strongly 
in favour of subcontractors 
v. Contractor-supplier power balance 
a. Power balance strongly in favour of contractor 1 2 3 4 5 6 7 Power balance strongly 
in favour of suppliers 
24. Please indicate the top five overall most attractive overseas locations (in order of preference) for your firm 
and mindful of the overseas location’s market size in complex road projects (towards or larger than your 
firm’s home market); the level of competition in your firm’s main sector in complex road projects 
(comparable or lower than your firm’s home market); and the level of country specific investments your 
firm has to make to establish itself in the overseas location. 
a. Location 1:_____________________________________________________________________ 
b. Location 2:_____________________________________________________________________ 
c. Location 3:_____________________________________________________________________ 
d. Location 4:_____________________________________________________________________ 
e. Location 5:_____________________________________________________________________ 
25. What do you estimate might be your firm’s view concerning its perception of the size and level of 
competition in the Australian complex road market – and relative to the 5th named location in Question 24? 
a. Please insert: Extremely close 1 2 3 4 5 6 7 Extremely distant 
26. What do you estimate might be your firm’s view concerning its perception of the level of country specific 
investment required to establish your firm in Australia to a point that it can compete with larger local 
contractors operating – relative to the 5th named location in Question 24? 
a. Please insert: Extremely close 1 2 3 4 5 6 7 Extremely distant 
27. How much do you think your government is effectively encouraging contractors in home country to 
consider Australia as a location to conduct business? 
a. Please insert: Extremely ineffective 1 2 3 4 5 6 7 Extremely effective 
28. How much do you think Australian governments are effectively encouraging contractors in home country to 
consider Australia as a location to conduct business? 
a. Please insert: Extremely ineffective 1 2 3 4 5 6 7 Extremely effective 
29. What changes, if anything, do you think Australian governments might do, to improve the overall 
attractiveness of complex road projects in Australia? 
a. Please give brief details in terms of industry level reform: :_____________________________ 
_____________________________________________________________________________ 
b. Please give brief details in terms of the way projects are procurement and tendered/presented to 
contractors:________________________________________________________________ 
Thank you very much indeed for your help 
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Appendix 2.1.1: Non-complex roads and complex roads 
Some indicative characteristics of non-complex road construction; re-construction and widening 
• General earthworks to a maximum of 5 metres in cut or fill and earthwork associated with bridge abutments, 
including structural fill and rock protection 
• Excavation in rock not requiring blasting 
• Cattlegrids 
• All aspects of routine pavements and surfacing 
• Medium-sized culvert works including precast concrete components 
• Reinforced concrete works  
• Smaller retaining walls 
• Intersection and channelisation works 
• Cross and longitudinal drainage 
• Granular pavement and/or hot mix asphalt pavements 
• Bituminous surfacing  
• Ancillary works (for example: signing, lighting, traffic signals) 
• Straightforward worksite traffic management 
• Straightforward community/stakeholder management 
• Straightforward environmental risk management 
• Minimal service relocations, traffic and staging issues. 
 
Some indicative characteristics of complex road construction; re-construction and widening 
• General earthworks exceeding 5 metres in cut or fill 
• Mechanically stabilised earth construction and other substantial retaining structures 
• Excavation in hard rock where blasting is likely to be required 
• May include pavement construction using non-conventional materials  
• Non-standard and heavy duty pavements (including heavy duty asphalt pavements and variations of type 
and scale within the project) 
• High performance surfacing 
• Special foundation and/or subgrade and subsoil drainage treatments grade-separated intersections 
• Complex community/stakeholder management 
• Complex environmental risk management. 
• Complex grade separated interchanges, multiple carriageways involving complex staging 
• Complex staged traffic management in high speed and/or urban environments 
• Complex community/stakeholder interfaces 
• Complex service relocation 
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Appendix 2.1.2: Documents requested relating to the contractor 
a) Number of civil engineers in home country 
b) May request for measures to compute a few financial ratios concerning business viability over the short term 
and long term – if this information is not available publically 
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Appendix 2.2 
 
Title: Initial version 2 of case study questionnaire for contractors headquartered outside 
Australia 





Queensland University of Technology 
Faculty of Built Environment and Engineering 
School of Urban Development 
 
Australian Research Council Grant (Grant ID Number: LP0989743) 
Short title of grant: Major Infrastructure Procurement 
(further details available at: https://wiki.qut.edu.au/display/arcmip) 
 
Project 2 (of 4): Developing international business theory (Dunning’s “Eclectic Paradigm”) on the issue of in-
bound foreign direct investment: Multinational contractors’ willingness to bid for Australian public sector 
major road infrastructure 
 
Initial draft of pilot questionnaire to be developed as a research instrument in case studies of contractors from 
<insert home country> and which are not currently registered in Australia’s National Prequalification 
System (Civil Construction, Road and Bridge) 
 
The Appendix 2 lists documents kindly requested to supplement answers given in response to the questionnaire 
(some of these documents maybe internal to the contractor and others maybe in the public domain) 
 
Case studies, using an adapted version of this questionnaire, will also be conducted with contractors in Japan; 
Spain and USA. Section A of this questionnaire will also be administered, as part of case studies, of contractors 
currently operating in the Australian market. 
 
Further, a survey of the world’s top 150 civil contractors will be conducted to see how much the key findings 
from case studies can be generalized globally. 
 
Finally, a review of literature and an analysis of secondary data concerning the factors affecting in-bound foreign 
direct investment (and which has informed the development of this questionnaire) have been completed – please 
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Project 2 Research Team 
Amzeri Rahman 
PhD Researcher 
School of Urban Development 
Email  azmeri.rahman@student.qut.edu.au 
 
Dr Adrian Bridge 
School of Urban Development 
Phone  +61 7 3138 1543 
Email  a.bridge@qut.edu.au 
 
Professor Steve Rowlinson 
The University of Hong Kong 
Department of Real Estate & Construction 
 
Dr Tom Kwok 




• Section A: Ownership advantages: Potential sources of competitive advantages  
 
• Section B: Location advantages: Perceptions of return/profit; investment/risk; and overall attractiveness of 
the Australian roads and bridges market and relative to return/profit in <insert home country>, as well as to 
return/profit and investment/risk in potential other overseas locations 
 
• Section C: In-bound foreign direct investment: Overall attractiveness of overseas locations 
 
• Section D: International business motivation 
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Section A: Ownership advantages 
• Potential sources of competitive advantages in road construction; reconstruction and widening and 
bridge construction over <insert home country’s money equivalent of AUD 50 million> and which will be 
scaled by the research team - relative to the Australian market and contractors that are currently registered in 
the Australia’s National Prequalification System (Civil Construction, Road and Bridge) 
 
Scope and definitions: 
• Each potential source of competitive advantage (or attribute) is to be either currently possessed 
(controlled/more than 50% owned by the contractor) and/or potentially available to be possessed/procured 
by the contractor at the time of the case study interview and able to be expressed in terms of a potentially 
more competitive bid (lower price and/or improvements from the client’s perspective, in any or all of the 
design; construction; operations and maintenance; and financing aspects of the project) for a major road 
and/or bridge project 
o “The contractor” is the firm responding to this questionnaire and includes all divisions and 
subsidiaries in <insert home country>  and overseas but excludes attributes possessed by any parent 
companies or sister companies 
o To qualify as a source of potential competitive advantage, an attribute (or some part of an 
attribute) possessed by the contractor needs to be, at least in theory, deployable (physically mobile 
and/or electronically/virtually transferable) to projects beyond <insert home country> ’s national 
boundaries and into a project located in Australia  
o The essential scope of potential competitive advantages concern those attributes required to 
manage (plan; procure; and coordinate and control) the process of the construction; 
reconstruction; and widening of a roads and bridge construction; These attributes contribute and 
improve the chances of a successful bid by the contractor for projects - as the head or lead 
contractor and as a sole entity; All questions (except Question 3) then exclude attributes 
exclusively associated with tunnels 
o Beyond this essential scope concerning the construction of roads and bridges; the contractor may 
advise, in response to a question, other attributes beyond those pertaining to construction, for 
example, the ability to manage and/or deliver in-house design and/or operations and/or 
maintenance and/or the ability to advance finance to road and bridge projects 
•  The term “main rivals” refer to the contractor’s key rivals only in complex roads & bridges (described in 
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Technical and service attributes 
 
1. Where applicable and in terms of contracts awarded to your firm post Global Finance Crisis (since around 
end of 2008), please insert in each cell in the table in this question the approximate highest contract sum 
awarded (<insert home country>); approximate upper level contract sum (<insert home country>); and a 
more typical/preferred contract sum in the larger provinces in <insert home country> (all to nearest AUD 25 
million) – with respect to your firm (as a single entity and not as joint bidder/in collaboration with other 
firms) and across its the various service categories beyond construction only services. Please also indicate 
whether the payment terms tend toward a lump sum or a cost plus arrangement. 
• Notes for Question 1 Table 
o Complex and non-complex and roads & bridges – please see Appendix 1 for indicative 
characteristics of these two very approximate categories of roads 
o “Highest contract sum” = Your firm’s largest road contract in <insert home country>   
o “Upper level contract sum” = A project size that occurs on an infrequent basis in your firm and 
there may only be a few of these contracts in each year  
o “Typical/preferred contract” = Represents the majority of road contracts in your firm 
o “Lump sum” = Interim payments made during construction towards a fixed sum agreed as part of 
the execution of construction agreement/contract 
o “Cost plus” = Reimbursement of costs incurred by the contractor plus a fee for the management 
services provided by the contractor 
o Service categories 
 Construction only – The contractor takes responsibility for construction only in response 
to a design that is provided by the client and/or the client’s agents/designers/engineers 
 Design - could be delivered by your firm’s in-house engineers and/or by independent 
firms of engineers appointed directly and managed by your firm 
 Operations and maintenance - could be delivered by your firm’s in-house resources 
and/or by independent firms specializing in this activity and appointed directly and 
managed by your firm 
 Contractor’s finance – concerns your firm’s capacity to raise debt and/or equity finance 
as the lead contributor and contractor to finance the entire design and construction; 
operation and maintenance of the road and in return receiving revenues/tolls direct from 
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Question 1 Table 
Service Complex roads & bridges post GFC Non-Complex roads & bridges post GFC 
Construct 
only 
Highest contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest <insert home country’s money 
equivalent to> AUD 50 million):______ 
• Please circle: Lump sum / cost plus 
If your firm does not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):_________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest <insert home country’s money 
equivalent to> AUD 50 million):_______ 
• Please circle: Lump sum / cost plus 
If your firm does not offer services in this cell, then 
please tick the box:  
Design and 
construct 
Highest contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest <insert home country’s money 
equivalent to> AUD 50 million):______ 
• Please circle: Lump sum / cost plus 
If your firm does not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):_________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest <insert home country’s money 
equivalent to> AUD 50 million):_______ 
• Please circle: Lump sum / cost plus 
If your firm does not offer services in this cell, then 





Highest contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):____________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest <insert home country’s money 
equivalent to> AUD 50 million):______ 
• Please circle: Lump sum / cost plus 
If your firm does not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):__________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):_________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest <insert home country’s money 
equivalent to> AUD 50 million):_______ 
• Please circle: Lump sum / cost plus 
If your firm does not offer services in this cell, then 
please tick the box:  
Contractor’s 
finance 
Highest contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest <insert home country’s money 
equivalent to> AUD 50 million):______ 
• Please circle: Lump sum / cost plus 
If your firm does not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):_________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert home country’s money equivalent to> AUD 
50 million):_________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – in larger 
provinces (to nearest <insert home country’s money 
equivalent to> AUD 50 million):_______ 
• Please circle: Lump sum / cost plus 
If your firm does not offer services in this cell, then 
please tick the box:  
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2. How rare amongst your firm’s main rivals operating nationwide across <insert home country> and in the 
complex roads & bridges sector only is your firm’s breadth and depth of service profile (that you’ve 
indicated in the above Question 1 Table) and how difficult/costly is it for those main rivals operating at a 
lower service profile level to imitate and reach a similar service profile as possessed by your firm?  
a. Profile of service categories in complex and non-complex roads & bridges in Question 1 Table. 
Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
3. Where applicable, please insert in each cell in the table in this question your firm’s highest level capability 
(the province in which your firm operates with the greatest capability to construct tunnels). 
• Notes for Question 3 Table 
o T1: Cut and cover tunnels, constructed in a shallow trench and then covered over 
o T2: Bored tunnels, constructed in situ, without removing the ground above 
o T3: Immersed tube tunnels, sunk into a body of water and sit on, or are buried just under, its bed 
o Upper level size = The highest value of the tunnel only (either representing the entire project or 
part of a project) that you firm would consider bidding for in <insert home country>  and on a 
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Question 3 Table 
Service T1: Tunnel T2: Tunnel T3: Tunnel 
Construct only Upper level size/value – 
nationwide (to nearest 
<insert home country’s 




If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert home country’s 




If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert home country’s 




If your firm not offer 
services in this cell, then 
please tick the box:  
Design and construct Upper level size/value – 
nationwide (<insert home 
country’s money 
equivalent to> AUD 50 
million):_______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert home country’s 
money equivalent to> 
AUD 50 million):_______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert home country’s 
money equivalent to> 
AUD 50 million):_______ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Design; construct; 
operate & maintain 
Upper level size/value – 
nationwide (to nearest 
<insert home country’s 




If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert home country’s 




If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert home country’s 




If your firm not offer 
services in this cell, then 
please tick the box:  
 
4. How rare amongst your firm’s main rivals operating in nationwide across <insert home country> and in 
the complex roads & bridges sector only is your firm’s breadth and depth of service profile relating to 
tunnels (that you’ve indicated the above Question 3 table) and how difficult/costly is it for those main rivals 
operating at a lower service profile level to imitate and reach a similar service profile as possessed by your 
firm?  
a. Profile of service categories in Tunnels in Question 3 Table. Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 Appendix 2.2 364 
5. In terms of your all your firm’s (or its subsidiaries) operations outside of <insert home country>  and 
worldwide, are any of the upper level contract sums in the cells in the above Question 1 Table and/or in 
Question 3 Table likely to be exceeded and/or might there be an entry in a cell with respect to operations 
outside of <insert home country>  that is not applicable in <insert home country> ? Please circle: 
Yes/No/Don’t know 
a. If yes, then please give brief details__________________________________ 
 
6. Where applicable, please insert in each cell in the table in this question the approximate number of years 
your firm (including its subsidiaries) both within and outside of <insert home country> /worldwide, has 
operated.  
Question 6 Table 
Service Complex roads & bridges 
Approximate number of years 
Non-Complex roads & bridges 
Approximate number of years 
Construct only  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Design and construct  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Design; construct; operate & 
maintain 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Contractor’s finance  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 
7. How rare amongst your firm’s main rivals operating nationwide across <insert home country> and in 
the complex roads & bridges sector only is your firm’s experience across its service profile (that you’ve 
indicated in the above Question 6 Table) and how difficult/costly is it for those main rivals with less 
experience to imitate and reach a similar level of experience across a service profile as possessed by your 
firm? Please circle:  
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a. Experience in service categories in complex and non-complex roads and bridges in Question 6 
Table. Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
8. Approximately how many managerial staff (including project managers and supervisors) and 
professional/technical staff (including engineers and surveyors) pertaining to all kinds of civil works are 
currently directly employed by your and on a full-time ongoing basis? 
a. Nationwide (including all subsidiaries). Please tick the closest box: 
 = Less than 100  = 100-500  = 500-1,000  = 1,000-5,000  = 5,000-10,000  
 = 10,000-20,000  = More than 20,000 
b. Overseas (including all subsidiaries). Please tick the closest box: 
 = Less than 100  = 100-500  = 500-1,000  = 1,000-5,000  = 5,000-10,000  
 = 10,000-20,000  = More than 20,000 
 
9. How rare amongst your firm’s main rivals operating nationwide across <insert home country> and in 
the complex roads & bridges sector only is your firm’s managerial and professional/technical staff profile 
as you’ve indicated in Question 8 (a and b) and how difficult/costly is it for those main rivals with a lesser 
staff profile to imitate and reach a similar staff profile as possessed by your firm? Please circle:  
a. Staff profile in Question 8 (a and b). Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
10. How easily can your firm access key resources in its supply chain/provided by other independent firms in 
complex road & bridge projects and in the larger provinces in <insert home country> ?  
a. Key subcontractors: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
b. Key suppliers: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
c. Skilled labour: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
d. Unskilled labour: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
e. Key plant and equipment: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
f. Key materials: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
 
11. How rare amongst your firm’s main rivals operating nationwide across <insert home country> and in 
the complex roads & bridges sector only is your firm’s level of access to key resources as you’ve 
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indicated in Question 10 (a to f inclusive) and how difficult/costly is it for those main rivals in this sector 
with a lesser level of access to imitate and reach a similar level of accessibility to key resources as possessed 
by your firm?  
a. Accessibility to key resources in Question 10 (a to f). Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
12. How feasible is it from a logistical (physical/willingness/organisational) perspective (ignoring a financial 
viability perspective) could it be for your firm to deploy key resources into a project in Australia? 
a. Key subcontractors: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward 
b. Key suppliers: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward  
c. Skilled labour: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward  
d. Unskilled labour: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward 
e. Key plant and equipment: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward  
f. Key materials: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward  
 
13. Does your firm on a worldwide basis undertake significant investment in research and development of new 
technology and systems to be used in complex road and bridge projects? Please circle: Yes/No 
a. If Yes, then what is the order of this investment? Please tick closest box: 
 AUD 10,000s  AUD 100,000s  AUD 1,000,000s  AUD 10,000,000s  AUD 100,000,000s  
 
14. How rare amongst your firm’s main rivals operating nationwide across <insert home country> and in 
the complex roads & bridges sector only is your firm’s level of investment in research and development 
as you’ve indicated Question 13 and how difficult/costly is it for those main rivals with a lesser level of 
research and development investment to imitate and reach a similar level of research and development 
investment possessed by your firm?  
a. Research and development investment in Question 13. Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
Financial attributes 
15. Please indicate your firm’s (including subsidiaries) approximate turnover in all road and bridge construction 
(all service categories including construction only; design and construct) in the last financial year.  
a. Please insert approximate sum and to the nearest AUD 25 million in respect of worldwide 
operations: ____________ 
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b. Please insert approximate sum and to the nearest AUD 25 million in respect of nationwide 
operations: ____________ 
 
16. How rare amongst your firm’s main rivals operating nationwide across <insert home country> and in 
the complex roads & bridges sector only is your firm’s total turnover as you’ve indicted in Question 15 (a 
and b) and how difficult/costly is it for those main rivals with a lesser total turnover to imitate and reach a 
similar total turnover as possessed by your firm? Please circle:  
a. Total turnover in Question 15. Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
17. How difficult is it for your firm in <insert home country>  to raise/allocate finance for bidding costs (in the 
order of  AUD 25) for a complex road and bridge project and what is the impact of losing this money in a 
bid in which 2 or 3 other contractors are also competing? Please circle (1 to 7):  
a. Extremely difficult/costly to raise this level of finance 1 2 3 4 5 6 7 Straightforward to raise 
this level of finance 
b. Loss of this level finance in one unsuccessful bid in Chain: 
i. Restricting ability to bear further bidding costs of the order of AUD 25 million for the 
next 12 months 1 2 3 4 5 6 7 Considerable negative impact on your firm’s operations 
in <insert home country>  –negligible impact on your firm’s operations in <insert 
home country>    
 
18. How rare amongst your firm’s main rivals operating nationwide across <insert home country> and in 
the complex roads & bridges sector only is your firm’s ability to raise/allocate finance (in the order of 
AUD 25million) for a bid for a complex road and bridge project and your firm’s ability to bear losing these 
bidding costs in a bid in with 2 or 3 other contractors as you’ve indicated in Question 17? And how 
difficult/costly is it for those main rivals with lesser finance availability to imitate and reach a financing 
attitude and status similar to your firm in respect of this bidding scenario?  
a. Finance/bidding tolerance for a new road and bridge project (in the order of AUD 25million). 
Please circle (1 to 7): 
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
19. Is your firm able to access parent company financial guarantees or some financial guarantee from some 
other entity? Please circle: Yes/No 
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System management attributes 
 
20. Does your firm possess third party certified and internationally recognised management systems in respect 
of road projects? Please circle: Yes/No  
a. If yes, then please give brief details: 
i. Quality management system (for example, ISO 9001): 
1. Description (name and code number):___________ 
2. Please indicate the approximate scope of the application of the system: 
a. Approximate minimum project size and complexity :_______ 
b. Provinces in which system used: Please circle: 
Few/minority/most/all 
3. Approximate year in which system first used (in any province):__________ 
ii. Environmental management system (for example, ISO 14001): 
1. Description (name and code number):___________ 
2. Please indicate the approximate scope of the application of the system: 
a. Approximate minimum project size and complexity :_______ 
b. Provinces in which system used: Please circle: 
Few/minority/most/all 
3. Approximate year in which system first used (in any province):__________ 
iii. Occupational Health and Safety Standard management system (for example, OHSAS 
18001): 
1. Description (name and code number):___________ 
2. Please indicate the approximate scope of the application of the system: 
a. Approximate minimum project size and complexity :_______ 
b. Provinces in which system used: Please circle: 
Few/minority/most/all 
3. Approximate year in which system first used (in any province):__________ 
 
21. How rare amongst your firm’s main rivals operating nationwide across <insert home country> and in 
the complex roads & bridges sector only is the profile of your firm’s third party certified and 
internationally recognised management systems as you’ve indicated in Question 20 (a i; ii; iii) and how 
difficult/costly is it for those main rivals with a lesser level of third party certified and internationally 
recognised management systems to imitate and reach a similar profile of third party certification as 
possessed by your firm?  
a. Third party certified and internationally recognised management systems. Please circle (1 to 7): 
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
The contractor and main rivals’ rare and/or unique attributes relative to contractors in Australia  
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22. Within and/or beyond the technical/service; financial; and/or system management attributes identified in 
questions 1 to 21 above, are there any other attributes that might be unique or rare to your firm and/or your 
main rivals operating nationwide across <insert home country> and in the complex roads & bridges sector 
only and which you estimate would not be possessed by the largest contractors currently delivering complex 
road and bridge projects in the Australian? Please circle: Yes or No 
a. If Yes, then please give brief details:_____________________________________________  
 
 
Section B: Location advantages 
• The contractor’s perceptions of the level of return/profit available in the Australian complex road and 
bridge market - relative to the market in <insert home country>  and other overseas markets in which the 
contractor is currently operating and/or currently targeting; and 
• The contractor’s perceptions of the investment/risk associated with bidding and delivering a complex road 
and bridge project in Australia - relative to other overseas markets in which the contractor is currently 
operating and/or currently targeting. 
 
 
23. Please tick the box to indicate the value sub-sector from which your firm obtains the most turnover from 
complex road and bridge projects nationwide across <insert home country> : 
a.  = <insert equivalent to AUD 1 million> 
b.  = <insert equivalent to AUD 10 million> 
c.  = <insert equivalent to AUD 100 million> 
 
24. With respect to the value sub-sector you ticked in Question 23, please insert your firm’s turnover from 
this value sub-sector nationwide and in the last financial year:__________________________________ 
 
25. Again, in terms of the value sub-sector you ticked in Question 23, please insert the category of service 
most commonly delivered by your firm in this value sub-sector (either construct only; design and construct; 
design construct and operate and maintain; or some other service involving your firm’s private 
finance):______________________________________________________________________ 
 
26. Once again, with regard to the value sub-sector you ticked in Question 23, how would you rate the 
following factors affecting the level of competition at the current time for your firm’s services in this value 
sub-sector: 
a. Numbers of main rivals that affect your firm’s bidding decision 
i. Please circle: Few/4 to 8 main rivals/ more than 8 main rivals 
b. Demand 
i. Please circle (1 to 7): Dramatically declining 1 2 3 4 5 6 7 Dramatically increasing 
c. Labour; plant and equipment and materials costs faced by your firm and its main rivals 
i. Please circle (1 to 7): Extremely similar 1 2 3 4 5 6 7 Extremely different 
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d. Spare/under utilised capacity levels amongst your firm and its main rivals 
i. Please circle (1 to 7): Substantial spare/under utilised capacity 1 2 3 4 5 6 7 Fully 
stretched 
e. Nature of service categories provided by your firm and its main rivals 
i. Please circle (1 to 7): Extremely similar 1 2 3 4 5 6 7 Extremely different 
f. Transparency of prices amongst your firm and its main rivals 
i. Please circle (1 to 7): Extremely easy to see price movements 1 2 3 4 5 6 7 Extremely 
difficult to see price movements 
g. Economies of scale available to your firm from winning more than one project in close 
proximity to each other/on same piece of road  
i. Please circle (1 to 7): Extremely high level of economies of scale 1 2 3 4 5 6 7 
Extremely low level of economies of scale 
h. Clients value reputation 
i. Please circle (1 to 7): Clients are extremely loyal to your firm and/or certain main 
rivals 1 2 3 4 5 6 7 Clients give value little value to past relationships 
i. Access to key labour; plant and equipment and materials resources are equally accessible by 
established firms as well as by new entrants (local or foreign) 
i. Please circle (1 to 7): Key resources readily available to all 1 2 3 4 5 6 7 Highly 
preferential access to key resources by established local firms 
j. Experience requirements 
i. Please circle (1 to 7): Extremely high levels of experience and local knowledge 
required to effectively compete for new projects 1 2 3 4 5 6 7 New entrants (local or 
foreign) can develop specific local knowledge of market very quickly  
k. Networks 
i. Please circle (1 to 7): There are complex and deep networks of relationship-specific 
investments between contractors and clients and between contractors and 
subcontractors and suppliers 1 2 3 4 5 6 Very straightforward links exist between 
contractors and clients and between contractors and subcontractors and suppliers  
l. Government protection 
i. Please circle (1 to 7): Polices strongly favour local contractors 1 2 3 4 5 6 7 Policies 
strongly encourage new entrants 
m. Predatory behavior 
i. Please circle (1 to 7): Local contractors have a history of acting aggressively to drive 
new entrants out of the market 1 2 3 4 5 6 7 Local contractors display little if any 
aggressive behavior towards new entrants 
n. Scope for clients/government to take-over contractors 
i. Please circle (1 to 7): Clients can take over contractors in this sub-sector extremely 
easily 1 2 3 4 5 6 7 It is extremely difficult for clients to take over contractors in this 
market 
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o. Scope for subcontractors and/or suppliers to take-over contractors 
i. Please circle (1 to 7): Subcontractors and/or suppliers can take-over contractors in this 
subsector extremely easily 1 2 3 4 5 6 7 It is extremely difficult for subcontractors 
and/or suppliers to take-over contractors in this subsector  
 
27. How might you rate the following factors affecting the level of competition in Australia and in the same 
value sub-sector you ticked in Question 23? 
a. Level of internal rivalry in Australia: 
i. Please circle (1 to 7): Extremely high level of rivalry 1 2 3 4 5 6 7 Extremely low 
level of rivalry 
b. Ease of entry for your firm and other new foreign entrants into Australia 
i. Please circle (1 to 7): Extremely easy to enter market 1 2 3 4 5 6 7 Extremely difficult 
to enter market 
c. Contractor-client power balance in Australia 
i. Please circle (1 to 7): Power balance strongly in favour of contractor 1 2 3 4 5 6 7 
Power balance strongly in favour of client 
d. Contractor-subcontractor power balance in Australia 
i. Please circle (1 to 7): Power balance strongly in favour of contractor 1 2 3 4 5 6 7 
Power balance strongly in favour of subcontractors 
e. Contractor-supplier power balance in Australia 
i. Please circle (1 to 7): Power balance strongly in favour of contractor 1 2 3 4 5 6 7 
Power balance strongly in favour of suppliers 
 
28. Please indicate the top 2 overall most attractive overseas locations in which your firm (including its 
subsidiaries) currently operates (in order of preference and in terms of current levels of investment by your 
firm in the overseas location) along with indicating whether these overseas market for complex roads and 
bridges are either expanding; remaining steady; or declining in revenue for your firm: 
a. Please insert: Overseas location 1:________________________________________________ 
i. Please circle: expanding/steady/declining 
b. Please insert: Overseas location 2:________________________________________________ 
i. Please circle: expanding/steady/declining 
 
29. Please indicate 2 overseas locations in which your firm (including its subsidiaries) currently operates but 
attract amongst the least current levels of investment by your firm in the overseas location) along with 
indicating whether these overseas market for complex roads and bridges are either expanding; remaining 
steady; or declining in revenue for your firm: 
a. Please insert: Overseas location 3:________________________________________________ 
i. Please circle: expanding/steady/declining 
b. Please insert: Overseas location 4:________________________________________________ 
i. Please circle: expanding/steady/declining 
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30. Relative to the 4 overseas locations you noted in Questions 28 and 29, how might you rate the total 
size/value of the complex road and bridge market in Australia, along with the level of competition in this 
sector in Australia and investment cost required to establish your firm as new entrant in Australia – relative 
to the 4 overseas locations? 
a. Size/value of total projects in last financial year – please circle (1 to 7) 
i. Overseas location 1 substantially larger 1 2 3 4 5 6 7 Australia substantially larger 
ii. Overseas location 2 substantially larger 1 2 3 4 5 6 7 Australia substantially larger 
iii. Overseas location 3 substantially larger 1 2 3 4 5 6 7 Australia substantially larger 
iv. Overseas location 4 substantially larger 1 2 3 4 5 6 7 Australia substantially larger 
b. Competition – please circle (1 to 7) 
i. Overseas location 1 substantially higher 1 2 3 4 5 6 7 Australia substantially higher 
ii. Overseas location 2 substantially higher 1 2 3 4 5 6 7 Australia substantially higher 
iii. Overseas location 3 substantially higher 1 2 3 4 5 6 7 Australia substantially higher 
iv. Overseas location 4 substantially higher 1 2 3 4 5 6 7 Australia substantially higher 
c. Investment cost – please circle (1 to 7) 
i. Overseas location 1 substantially greater 1 2 3 4 5 6 7 Australia substantially greater 
ii. Overseas location 2 substantially greater 1 2 3 4 5 6 7 Australia substantially greater 
iii. Overseas location 3 substantially greater 1 2 3 4 5 6 7 Australia substantially greater 
iv. Overseas location 4 substantially greater 1 2 3 4 5 6 7 Australia substantially greater 
 
31. Relative to all possible overseas locations worldwide, how might you think your firm would rate the 
attractiveness of complex road and bridge projects in Australia and with respect to: 
a. Level of return in Australia:  
i. Please circle (1 to 7): Extremely attractive 1 2 3 4 5 6 7 Extremely unattractive 
b. Level of investment cost/risk (to establish operations in Australia) 
i. Please circle (1 to 7): Extremely attractive 1 2 3 4 5 6 7 Extremely unattractive 
c. Ratio of return on investment cost  
i. Please circle (1 to 7): Extremely attractive 1 2 3 4 5 6 7 Extremely unattractive 
32. How much do you think government in <insert home country> is attempting to encouraging contractors in 
<insert home country> to consider Australia as a location in which to bid for projects? 
a. Please circle (1 to 7): Practically ignoring Australia 1 2 3 4 5 6 7 Strongly recommending 
Australia 
33. How much do you think Australian governments are effectively encouraging contractors in <insert home 
country> to consider Australia as a location in which to bid for projects? 
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Section C: In-bound foreign direct investment 
• The contractor’s perception of the overall attractiveness of the Australian complex road and bridge market 
- relative to other overseas markets in which the contractor is currently operating and all possible location 
worldwide. 
 
34. Mindful of your firm’s ownership advantages/attributes mentioned in Section A and in conjunction with the 
location factors (concerning return and investment risk) outlined in Section B, then how might you rate the 
overall attractiveness of the complex roads and bridges market in Australia - relative to the 4 locations you 
noted in Questions 28 and 29 and relative to all possible locations worldwide? 
a. Overall attractiveness: relative to 4 locations you noted in Questions 28 and 29 – please circle 
(1 to 7): 
i. Overseas location 1 substantially greater 1 2 3 4 5 6 7 Australia substantially greater 
ii. Overseas location 2 substantially greater 1 2 3 4 5 6 7 Australia substantially greater 
iii. Overseas location 3 substantially greater 1 2 3 4 5 6 7 Australia substantially greater 
iv. Overseas location 4 substantially greater 1 2 3 4 5 6 7 Australia substantially greater 
b. Overall attractiveness: relative to all possible locations worldwide: 
i. Please circle (1 to 7): Extremely attractive 1 2 3 4 5 6 7 Extremely unattractive 
 
35. What initiatives do you think Australian governments might usefully consider to increase the overall 
attractiveness of complex road and bridge projects in Australia to contractors in <insert home country> ? 
a. Please give brief details in terms of industry level reform:______________________________ 
i. In particular, how much do you feel the following maybe perceived to act as barriers 
to entry for contractors from <insert home country>  that might otherwise consider 
Australia as a location to bid for projects:  
1. Australia’s National Prequalification System: Please circle (1 to 7) 
a.  Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
2. Level of complexity in administration of projects 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
3. Level of legislation 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
4. Differences across different state jurisdictions in Australia 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
5. Australia’s industrial relations 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
6. Australia’s taxation system 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
7. Expectations of Australia government sector clients 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
8. Risk allocation in complex road and bridge projects 
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a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
9. Lack of large/comparable local contractors to partner with a new foreign 
entrant 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
10. Lack of subcontractors 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
11. Environmental management requirements 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
12. Community management requirements 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
13. Quality management requirements 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
14. Health and safety requirements 
a. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
b. Please give brief details in terms of the way projects are procurement and tendered/presented to 
contractors:________________________________________________________________ 
i. In particular, what changes might increase the overall attractiveness of Australian 
Public-Private Partnerships to contractors in <insert home country> 
___________________________ 
 
Section D: International business motivation 
• The contractor’s business motivation for seeking to bid for and deliver complex road and bridge projects in 
current overseas markets and in other overseas markets currently being targeted. 
 
36. With regard to your firm’s overseas operations in the complex road and bridges sector and typically, please 
rank and weight in the table in this question the following broad business motivations driving your firm’s 
decision to invest in delivering complex road and bridge project in overseas locations. 
 
Question 36 Table 
Business motivation Ranking  
(1 = greatest motivation) 
Weighting 
(percentage) 
Seek highest ratio of return on investment   
Seek additional demand to offset spare/under utilised capacity in 
<insert home country> 
  
Seek learning opportunity from overseas (host) market   
Other: Please give brief details:____________   
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37. How much do you think your firm’s business motivation is actually affected by idiosyncratic/individual 
preferences and can deviates from firm-wide objectives? 
a. Please circle (1 to 7): Individual preferences greatly affect actual overseas location decisions 1 
2 3 4 5 6 7 Stated firm-wide objectives followed closely 
 
38. In the implementation of a decision to invest and start-up in a new overseas location, how much does your 
firm emphasis control and what time horizons does your firm prefer in terms of seeking its target return on 
investment? 
a. Control 
i. Please circle (1 to 7): Control (use of management resources from <insert home 
country>  and systems from <insert home country> ) greatly emphasized 1 2 3 4 5 6 7 
Maximum use of local resources (including management resources sought and local 
systems preferred) 
b. Time horizon 
i. Please circle (1 to 7): Longer term investment preferred 1 2 3 4 5 6 7 Shorter term 
investment on more of project basis preferred 
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Appendix 2.2.1: Complex roads & bridges and non-complex roads & bridges 




• General earthworks exceeding 5 metres in cut or fill 
• Mechanically stabilised earth construction and other substantial retaining structures 
• Excavation in hard rock where blasting is likely to be required 
• May include pavement construction using non-conventional materials  
• Non-standard and heavy duty pavements (including heavy duty asphalt pavements and variations of type 
and scale within the project) 
• High performance surfacing 
• Special foundation and/or subgrade and subsoil drainage treatments grade-separated intersections 
• Complex community/stakeholder management 
• Complex environmental risk management. 
• Complex grade separated interchanges, multiple carriageways involving complex staging 
• Complex staged traffic management in high speed and/or urban environments 
• Complex community/stakeholder interfaces 




• Complex earthworks, including guidebanks and rock protection 
• Superstructures with simply supported pre-stressed concrete girders and cast-in-situ composite decks 
• Simply supported voided slab superstructures 
• Foundations which may be complex and/or require deep piling and/or require floating equipment or 
temporary bridges 
• Heavy foundations involving piles or steel liners driven from floating equipment 
• Simple geometry, simple post tensioning 
• Structures carrying significant public utilities 
• Structures involving spherical/pot bearing systems and fabricated expansion joints 
• Construction over operating roads (low-medium traffic volumes) and electrified rail lines 
• Significant fabricated steel superstructures 
• Complex geometric/aesthetic shapes 
• Elevated overpass structures with complex geometry 
• Superstructures requiring segmental construction techniques, incrementally launching techniques, floating 
• Cranes and launching trusses for placement of girders 
• Small cable stayed bridges, such as footbridges 
• Construction over navigable waterways 
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• Construction over operating roads (high traffic volumes) and electrified rail lines 
• Complex community/stakeholder interfaces 
• Complex environmental risk management 
 
Appendix 2.2.2: Documents requested relating to the contractor 
 
a) Organisational chart 
a. Please provide an orgniational chart showing parent company; sister companies; and 
subsidiaries in <insert home country>  and worldwide if possible 
 
END OF QUESTIONNAIRE 
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Appendix 3 
 
Title: Final version of Part 1 and Part 2 of case study questionnaire for contractors 
headquartered outside Australia 
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Appendix 3.1 
 
Title: Final version of part 1 of the case study questionnaire for contractors 
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1. If you would like to receive a summary of the analysis of aggregated data from all the case studies 
conducted and the global survey of contractors, along with an analysis of secondary data, then please tick 
the following box:  
During the process of completing this questionnaire, if you would like to make any further comments, then 
these are welcomed in the final Section F. 
 
Section A: Ownership advantages 
• Potential sources of competitive advantages in road construction; reconstruction and widening and 
bridge construction over <insert home country’s money equivalent to> AUD 50 million and which will 
be scaled by the research team - relative to the Australian market and contractors that are currently 
registered in the Australia’s National Prequalification System (Civil Construction, Road and Bridge) 
 
Scope and definitions: 
• “The contractor” is the firm responding to this questionnaire and includes all divisions and subsidiaries in 
<insert home country>  and overseas but excludes attributes possessed by any parent company or sister 
companies 
• Complex and non-complex and roads & bridges – please see Appendix for indicative characteristics of 
these two very approximate categories of roads and bridges 
• An attribute is a potential source of competitive advantage either currently possessed (controlled/more than 
50% owned by the contractor) and/or potentially available to be possessed/procured by the contractor at the 
time of the case study interview and able to be used in terms of a potentially more competitive bid (lower 
price and/or more desirable bid from the client’s perspective, in any or across all of the following services: 
design; construction; operations and maintenance; and financing aspects of the project) for a major/complex 
road and/or bridge project 
o To qualify as a source of potential competitive advantage, an attribute (or some part of an 
attribute) possessed by the contractor needs to be, at least in theory, deployable (physically mobile 
and/or electronically/virtually transferable) to projects beyond <insert home country> ’s national 
boundaries and into a project located in Australia  
o The essential scope of potential competitive advantages concern those attributes required to 
manage (plan; procure; and coordinate and control) the process of the construction; 
reconstruction; and widening of a roads and bridge construction; These attributes contribute and 
improve the chances of a successful bid by the contractor for projects - as the head/lead 
contractor in a sole bid or as a joint-head/lead contractor in a joint bid; Questions in this Part 1 
of the questionnaire exclude attributes exclusively associated with tunnels with the exception of 
Question 9(f) 
o Beyond this essential scope concerning the construction of roads and bridges; the contractor may 
advise, in response to a question, other attributes surrounding construction, for example, the 
ability to manage and/or deliver in-house design and/or operations and/or maintenance and/or the 
ability to advance finance to road and bridge projects 
• The PPP acronym is used for Public-Private Partnerships 
 
Main rivals (for convenience this Question 2 is repeated in both Part 1 and 2) 
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• The term “main rivals” refers to the contractor’s competitors who affect the contractor’s bid/bidding 
decision in some way in complex roads & bridges (described in the Appendix) and are those main 
rivals established in Question 2 and not the entire market/other sub-sectors.  
 
2. In complex roads & bridges (described in the Appendix): 
a. What is the approximate value range of project and approach to procurement from which your firm 
generates the most turnover nationwide in <insert home country>?  
i. Please insert approximate project value range to nearest AUD 25 million:_____________ 
ii. Please insert procurement approach: __________________________________ 
b. In complex roads & bridges and in the value range and procurement approach you noted above, 
very approximately how many main rivals nationwide in Spain does your firm have? Please insert 
number:__________________ 
c. If you wish to provide further brief details, then these are welcomed:___________________ 
________________________________________________________________________ 
Technical and service attributes 
 
3. How easily can your firm access key resources in its supply chain/provided by other independent firms in 
complex road & bridge projects (in the value range and procurement approach that you noted in Question 2) 
and in the regions in <insert home country>  in which your firm finds key resources are most accessible?  
a. Key subcontractors: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
b. Key suppliers: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
c. Skilled labour: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
d. Unskilled labour: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
e. Key plant and equipment: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 
f. Key materials: Please circle (1 to 7):  
i. Extremely difficult to access/severe shortages 1 2 3 4 5 6 7 Plentiful supply 




4. How feasible is it from a logistical perspective (that is, a physical/organisational only and ignoring a 
financial viability perspective) could it be for your firm to deploy its key resources in complex road & 
bridge projects and associated with the value range and procurement approach that you noted in Question 2 
into a project in Australia? 
a. Key subcontractors: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward 
b. Key suppliers: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward  
c. Skilled labour: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward 
d. Unskilled labour: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward  
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e. Key plant and equipment: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward 
f. Key materials: Please circle (1 to 7): 
i. Almost impossible 1 2 3 4 5 6 7 Extremely straightforward 




5. Does your firm, on a worldwide basis, undertake significant investment in research and development of new 
technology and systems to be used in complex road and bridge projects? Please circle: Yes/No 
a. If yes, then what is the order of this investment? Please tick one/closest box: 
 <insert home country’s money equivalent to AUD 10,000s> 
 <insert home country’s money equivalent to AUD 100,000s> 
 <insert home country’s money equivalent to AUD 1,000,000s> 
<insert home country’s money equivalent to AUD 10,000,000s> 
<insert home country’s money equivalent to AUD 100,000,000s> 
 






6. How difficult is it for your firm in <insert home country> to raise or allocate finance for bidding costs in the 
order of AUD 25 million (a commonly reported approximate estimate of bidding costs for major PPP 
projects in Australia) for a AUD 1 billion complex road and bridge project in which 2 or 3 other contractors 
are also competing and what is the impact of losing this money in a bid? Please circle (1 to 7):  
 
a. Extremely difficult/costly to raise this level of finance 1 2 3 4 5 6 7 Straightforward to raise this 
level of finance 
b. Loss of this level finance in one unsuccessful bid in <insert home country> : 
i. Considerable negative impact on your firm’s operations in <insert home country>  – 
restricting ability to bear further bidding costs of the order of AUD 25 million for the next 
12 months 1 2 3 4 5 6 7 Negligible impact on your firm’s operations in <insert home 
country> 




7. Is your firm able to access parent company financial guarantees or some financial guarantee from some 
other entity? Please circle: Yes/No 
a. If yes, then please further brief details if possible:  __________________________________ 
__________________________________________________________________________ 
 
System management attributes 
 
8. Does your firm possess third party certified and internationally recognised management systems in respect 
of complex road and bridge projects over AUD 50million? Please circle: Yes/No  
 
a. If yes, then please give brief details: 
i. Quality management system (for example, ISO 9001): 
1. Description (name and code number):____________________________ 
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2. Please indicate the approximate scope of the application of the system: 
a. Approximate minimum project size and complexity :_________ 
b. Locations in <insert home country> in which system used: Please 
circle: Few regions /most regions/all regions 
3. Approximate year in which system first used (in any region):__________ 
 
ii. Environmental management system (for example, ISO 14001): 
1. Description (name and code number):____________________________ 
2. Please indicate the approximate scope of the application of the system: 
a. Approximate minimum project size and complexity :_________ 
b. Locations in <insert home country> in which system used: Please 
circle: Few regions /most regions/all regions 
3. Approximate year in which system first used (in any region):__________ 
 
iii. Occupational Health and Safety Standard management system (for example, OHSAS 
18001): 
1. Description (name and code number):____________________________ 
2. Please indicate the approximate scope of the application of the system: 
a. Approximate minimum project size and complexity :_________ 
b. Locations in <insert home country> in which system used: Please 
circle: Few regions /most regions/all regions 
3. Approximate year in which system first used (in any region):__________ 
 
c. Please give brief details concerning your thoughts about the level of quality; environmental and 
health and safety achieved by your firm in respect of complex road and bridge projects over <insert 
home country’s money equivalent to >AUD 50 million and in comparison to that achieved by 




Nature of potential competitive advantages 
 
9. Please indicate how rare amongst your firm’s main rivals nationwide in <insert home country> 
(established in Question 2) are your firm’s technical/service; financial; and/or system management 
attributes and how difficult/costly is it for those main rivals with lesser attributes to imitate and reach the 
same level in the attributes as possessed by your firm? 
 
a. Accessibility to key resources you indicated in Question 3 (a to f). Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
b. Research and development investment you indicated in Question 5. Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
c. Finance/bidding tolerance for a new road and bridge project (in the order of AUD 25million) you 
indicated in Question 6. Please circle (1 to 7): 
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
d. Third party certified and internationally recognised management systems as you indicated in 
Question 8. Please circle (1 to 7): 
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
 
The following questions refer to questions in Part 2: 
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e. Profile of service/procurement categories in complex and non-complex roads & bridges in Part 2; 
Question 3 Table. Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
f. Profile of service/procurement categories in Tunnels in Part 2; Question 4 Table. Please circle (1 
to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
g. Experience in service/procurement categories in complex and non-complex roads and bridges in 
Part 2; Question 6 Table. Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
h. Staff profile in Part 2; Question 7 (a and b). Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 
i. Turnover in Part 2; Question 8 (a, b and c). Please circle (1 to 7):  
i. Possessed by virtually all main rivals 1 2 3 4 5 6 7 Almost unique to your firm 
ii. Straightforward to imitate 1 2 3 4 5 6 7 Extremely difficult/costly to imitate 




10. Please indicate how competitive you think your firm might be competing for projects in Australia and 
relative to contractors based and operating Australia and in terms of your firm’s technical/service; financial; 
and/or system management attributes? 
a. Accessibility to key resources you indicated in Question 3 (a to f). Please circle (1 to 7):  
i. Extreme advantage to leading Australian based contractors 1 2 3 4 5 6 7 Extreme 
advantage to your firm 
b. Research and development investment you indicated in Question 5. Please circle (1 to 7):  
i. Extreme advantage to leading Australian based contractors 1 2 3 4 5 6 7 Extreme 
advantage to your firm  
c. Finance/bidding tolerance for a new road and bridge project (in the order of <insert equivalent 
AUD 25million) you indicated in Question 6. Please circle (1 to 7): 
i. Extreme advantage to leading Australian based contractors 1 2 3 4 5 6 7 Extreme 
advantage to your firm 
d. Third party certified and internationally recognised management systems as you indicated in 
Question 8. Please circle (1 to 7): 
i. Extreme advantage to leading Australian based contractors 1 2 3 4 5 6 7 Extreme 
advantage to your firm 





The contractor and its main rivals’ rare and/or unique attributes relative to contractors operating in 
Australia  
 
11. Within and/or beyond technical/service; financial; and/or system management attributes, are there any 
attributes that might be unique or rare to your firm and/or your main rivals operating nationwide across 
<insert home country> in the complex roads & bridges sector only and which you estimate would not be 
possessed by the largest contractors currently delivering complex road and bridge projects in the Australian? 
Please circle: Yes or No 
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12. Within and/or beyond technical/service; financial; and/or system management attributes, are there any 
attributes that you think might be unique or rare to Australian-based contractors in the complex roads & 
bridges sector only and which you estimate would not be possessed by the your firm and/or your main rivals 
operating nationwide across <insert home country>? Please circle: Yes or No 
 
a. If Yes, then please give brief details: ________________________________________________ 
_______________________________________________________________________________ 
 
Section B: Location advantages 
• The contractor’s perceptions of the level of return/profit - over and above set-up costs (and largely affected 
by competition) available in the Australian public sector complex road and bridge market - relative to the 
market in <insert home country> and other overseas markets in which the contractor is currently operating 
and/or currently targeting; and 
• The contractor’s perceptions of set-up costs or investment/risks associated with establishing itself in 
Australia and in readiness to bid for a complex road and bridge projects in the public sector in Australia - 
relative to other overseas markets in which the contractor is currently operating and/or currently targeting. 
 
13. With regard to the sector comprising complex road & bridge projects and the value range and procurement 
approach that you noted in Question 2, how would you rate the following factors affecting the level of 
competition amongst your firm and its main rivals in this sector in <insert home country>? 
 
a. Demand 
i. Please circle (1 to 7): Dramatically declining 1 2 3 4 5 6 7 Dramatically increasing 
b. Spare/under utilised capacity levels amongst your firm and its main rivals 
i. Please circle (1 to 7): Substantial spare/under utilised capacity 1 2 3 4 5 6 7 Fully 
stretched 
c. Range of procurement approaches offered by your firm and its main rivals 
i. Please circle (1 to 7): Extremely similar 1 2 3 4 5 6 7 Extremely different 
d. Transparency of tender prices amongst your firm and its main rivals 
i. Please circle (1 to 7): Extremely easy to see tender prices 1 2 3 4 5 6 7 Extremely 
difficult to see tender price  
e. Economies of scale available to your firm from winning more than one project in close proximity 
to each other/in same piece/length of road  
i. Please circle (1 to 7): Extremely high level of economies of scale 1 2 3 4 5 6 7 
Extremely low level of economies of scale 
f. Clients’ views in terms of  reputation 
i. Please circle (1 to 7): Clients are extremely loyal to your firm and/or certain main 
rivals 1 2 3 4 5 6 7 Clients give value little value to past relationships 
g. Access to key labour; plant and equipment and materials resources are equally accessible by 
established firms as well as by new entrants (local or foreign) 
i. Please circle (1 to 7): Key resources readily available to all 1 2 3 4 5 6 7 Highly 
preferential access to key resources by established local firms 
h. Experience requirements 
i. Please circle (1 to 7): Extremely high levels of experience and local knowledge 
required to effectively compete for new projects 1 2 3 4 5 6 7 New entrants (local or 
foreign) can develop specific local knowledge of market very quickly  
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i. Relationships 
i. Please circle (1 to 7): There are complex and deep networks of relationship-specific 
investments (requiring significant time and effort to develop) between contractors and 
clients and between contractors and subcontractors and suppliers 1 2 3 4 5 6 7 Very 
straightforward links exist between contractors and clients and between contractors 
and subcontractors and suppliers  
j. Government protection 
i. Please circle (1 to 7): Polices strongly favour local contractors 1 2 3 4 5 6 7 Policies 
strongly encourage new entrants 
k. Predatory behavior 
i. Please circle (1 to 7): Local contractors have a history of acting aggressively to drive 
new entrants out of the market 1 2 3 4 5 6 7 Local contractors display little if any 
aggressive behavior towards new entrants 
l. Scope for clients/government to take-over contractors 
i. Please circle (1 to 7): Clients can take over contractors in the sector extremely easily 
1 2 3 4 5 6 7 It is extremely difficult for clients to take over contractors in this sector 
m. Scope for subcontractors and/or suppliers to take-over contractors 
i. Please circle (1 to 7): Subcontractors and/or suppliers can take-over contractors in this 
sector extremely easily 1 2 3 4 5 6 7 It is extremely difficult for subcontractors and/or 
suppliers to take-over contractors in this sector  




14. How might you rate the following factors affecting the level of competition in Australia and in a similar 
sector comprising complex road & bridge projects as the value range and procurement approach that you 
noted in Question 2? 
 
a. Level of internal rivalry in Australia: 
i. Please circle (1 to 7): Extremely high level of rivalry 1 2 3 4 5 6 7 Extremely low 
level of rivalry 
b. Ease of entry for your firm and other new foreign entrants into Australia 
i. Please circle (1 to 7): Extremely easy to enter market 1 2 3 4 5 6 7 Extremely difficult 
to enter market 
c. Contractor-client power balance in Australia 
i. Please circle (1 to 7): Power balance strongly in favour of contractor 1 2 3 4 5 6 7 
Power balance strongly in favour of client 
d. Contractor-subcontractor power balance in Australia 
i. Please circle (1 to 7): Power balance strongly in favour of contractor 1 2 3 4 5 6 7 
Power balance strongly in favour of subcontractors 
e. Contractor-supplier power balance in Australia 
i. Please circle (1 to 7): Power balance strongly in favour of contractor 1 2 3 4 5 6 7 
Power balance strongly in favor of suppliers 




15. In terms of complex roads and bridges, please indicate a key established overseas location in which your 
firm (and/or its subsidiaries) currently operates and in which your firm invests to a significant degree, along 
with indicating the size and status in terms of revenue for your firm in this overseas market and the level of 
competition in this overseas market: 
a. Please insert: Key established overseas location:  _____________________________ 
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b. Please circle: Complex roads and bridges turnover in <insert home country> substantially larger 1 2 
3 4 5 6 7 Complex roads and bridges turnover in key established overseas location substantially 
larger 
c. Please circle: Key established overseas location: expanding/steady/declining 
d. Please circle: Key established overseas location: Very high level of competition 1 2 3 4 5 6 7 Very 
low level of competition 
 
16. How would you rate the level of set-up costs or investment/risks associated with your firm establishing 
itself in readiness to bid for a complex road and bridge projects in the key established overseas location you 
noted in Question 15 relative to Australia? 
 
a. Set-up costs or Investment/risks  
i. Key established location in Question 15: Please circle (1 to 7) Extremely higher than 
Australia 1 2 3 4 5 6 7 Extremely lower than Australia 
 
17. How much do you think government in <insert home country> is attempting to encouraging contractors in 
<insert home country> to consider Australia as a location in which to bid for civil infrastructure (including 
road and bridge) projects? 
 
a. Please circle (1 to 7): Practically ignoring Australia 1 2 3 4 5 6 7 Strongly recommending Australia 
 
18. How much do you think Australian governments are effectively encouraging contractors in <insert home 
country> to consider Australia as a location in which to bid for projects? 
 
a. Please insert (1 to 7): Extremely ineffective 1 2 3 4 5 6 7 Extremely effective 
 
Section C: Internalisation  
 
• Degree or mix of internalised (or in-house activities) and external (or subcontractor/supplier) work 
anticipated in the initial entry mode and then later having become established (say 3 to 5 years) in Australia. 
 
 
19. How much do you think the following may affect your firm’s performance and success in delivering a 
complex road and bridge in Australia and encourages/discourages your firm investing in Australia? 
 
a. Availability and performance of critical subcontractors and suppliers in Australia and in terms of 
ensuring progress on a critical path for construction works and/or to ensuring works remain on 
budget. 
i. Possible significant effect on delivering an Australian project 1 2 3 4 5 6 7 Insignificant 
effect likely on delivering an Australian project 
1. Please clarify how you see this effect: Please circle: Positive or negative 
ii. Strongly encourages your firm’s investment in Australia 1 2 3 4 5 6 7 Strongly 
discourages your firm’s investment in Australia 
 
b. Contractual relationships with critical subcontractors and suppliers in Australia including 
possibility of contractual disputes with subcontractors and suppliers. 
i. Possible significant effect on delivering an Australian project 1 2 3 4 5 6 7 Insignificant 
effect likely on delivering an Australian project 
1. Please clarify how you see this effect: Please circle: Positive or negative 
ii. Strongly encourages your firm’s investment in Australia 1 2 3 4 5 6 7 Strongly 
discourages your firm’s investment in Australia 
 
20. If your firm has invested/hypothetically decided to invest in delivery of Australian public sector complex 
road and bridge projects, and mindful of your answers in the previous Question 19, then how much might 
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the following affect your firm’s initial entry approach into this Australian market and then later having 
become established (say 3 to 5 years) in Australia, how much activity your firm conducts in-house using 
own resources? 
 
a. Securing resources and/or develop key existing resources 
i. Initial entry mode 
1. Great affect in terms of encouraging entry modes with less ownership and 
responsibility 1 2 3 4 5 6 7 Great affect in terms of encouraging entry modes with 
more ownership and responsibility 
ii.  Having become established 
1. Greatly affects how many construction activities are in-house using own resources 1 2 
3 4 5 6 7 Has little effect on how many construction activities are in-house using own 
resources 
 
b. Availability and performance of critical subcontractors and suppliers in Australia and in terms of 
ensuring progress on a critical path for construction works and/or to ensuring works remain on 
budget 
i. Initial entry mode 
1. Great affect in terms of encouraging entry modes with less ownership and 
responsibility 1 2 3 4 5 6 7 Great affect in terms of encouraging entry modes with 
more ownership and responsibility 
ii. Having become established 
1. Greatly affects how many construction activities are in-house using own resources 1 2 
3 4 5 6 7 Has little effect on how many construction activities are in-house using own 
resources 
 
c. Contractual relationships with critical subcontractors and suppliers in Australia including 
possibility of contractual disputes with subcontractors and suppliers 
i. Initial entry mode 
1. Great affect in terms of encouraging entry modes with less ownership and 
responsibility 1 2 3 4 5 6 7 Great affect in terms of encouraging entry modes with 
more ownership and responsibility 
ii. Having become established 
1. Greatly affects how many construction activities are in-house using own resources 1 2 
3 4 5 6 7 Has little effect on how many construction activities are in-house using own 
resources 
 
d. Assuring/enhancing your firm’s reputation 
i. Initial entry mode 
1. Great affect in terms of encouraging entry modes with less ownership and 
responsibility 1 2 3 4 5 6 7 Great affect in terms of encouraging entry modes with 
more ownership and responsibility 
ii. Having become established 
1. Greatly affects how many construction activities are in-house using own resources 1 2 
3 4 5 6 7 Has little effect on how many construction activities are in-house using own 
resources 
 
21. Do you feel any of your firm’s services that relate to the management of construction of major roads and 
bridges can effectively be licensed to local contractors/firms in an overseas market to deliver a project (and 
without your firm setting-up any kind of presence or an equity investment in the overseas location)? Please 
circle: Yes/No 
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22. Do you feel any of your firm’s services that relate to the management of construction of major roads and 
bridges can effectively be exported to local clients; or contractors; or sub-contractors; suppliers in an 
overseas location? Please circle: Yes/No 





Section D: In-bound foreign direct investment 
• The contractor’s perception of the attractiveness of the Australian public sector complex road and bridge 
market - relative to other overseas markets in which the contractor is currently operating and all possible 
locations worldwide. 
 
23. How would you rate the following aspects relating to attractiveness of complex road and bridge projects 
in the different locations below relative to Australia: 
a. Your firm’s perceptions of its chances of winning these new road and bridge projects on the basis 
of your firm’s technical; financial; and systems management attributes: 
i. The key overseas location you noted in Question 15 in which your firm currently operates 
relative to Australia. Please circle (1 to 7) 
1. Key overseas location extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
ii. All potential overseas locations for your firm in developed countries relative to Australia. 
Please circle (1 to 7) 
1. Developed countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
iii. All potential overseas locations for your firm in developing countries relative to Australia. 
Please circle (1 to 7) 
1. Developing countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
b. Your firm’s perceptions of return/profit available (over and above set-up costs and largely 
affected by competition) in these complex road and bridge projects: 
i. The key overseas location you noted in Question 15 in which your firm currently operates 
relative to Australia. Please circle (1 to 7) 
1. Key overseas location extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
ii. All potential overseas locations for your firm in developed countries relative to Australia. 
Please circle (1 to 7) 
1. Developed countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
iii. All potential overseas locations for your firm in developing countries relative to Australia. 
Please circle (1 to 7) 
1. Developing countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
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c. Your firm’s perceptions of set-up costs or investment/risks associated with establishing itself in 
Australia and in readiness to bid for these complex road and bridge projects: 
i. The key overseas location you noted in Question 15 in which your firm currently operates 
relative to Australia. Please circle (1 to 7) 
1. Key overseas location extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
ii. All potential overseas locations for your firm in developed countries relative to Australia. 
Please circle (1 to 7) 
1. Developed countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
iii. All potential overseas locations for your firm in developing countries relative to Australia. 
Please circle (1 to 7) 
1. Developing countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
d. Your firm’s perceptions of opportunities and costs of undertaking contractual transactions 
including with subcontractors and suppliers and of the kind indicated in Question 19 in these 
complex road and bridge projects: 
i. The key overseas location you noted in Question 15 in which your firm currently operates 
relative to Australia. Please circle (1 to 7) 
1. Key overseas location extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
ii. All potential overseas locations for your firm in developed countries relative to Australia. 
Please circle (1 to 7) 
1. Developed countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
iii. All potential overseas locations for your firm in developing countries relative to Australia. 
Please circle (1 to 7) 
1. Developing countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
e. Mindful of the combined operation of a, b, c and d in this question overall attractiveness of 
these complex road and bridge projects: 
i. The key overseas location you noted in Question 15 in which your firm currently operates 
relative to Australia. Please circle (1 to 7) 
1. Key overseas location extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
ii. All potential overseas locations for your firm in developed countries relative to Australia. 
Please circle (1 to 7) 
1. Developed countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
iii. All potential overseas locations for your firm in developing countries relative to Australia. 
Please circle (1 to 7) 
1. Developing countries extremely attractive 1 2 3 4 5 6 7 Australia extremely attractive 
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24. What initiatives do you think Australian governments might usefully consider to increase the perception 
amongst contractors in <insert home country> of the overall attractiveness of complex road and bridge 




25. Related to the previous question, how much do you feel the following maybe perceived to act as barriers to 
entry to contractors from <insert home country> that might otherwise consider Australia as a location to bid 
for major civil infrastructure projects (including roads and bridges)? Please circle (1-7): 
a. Australia’s National Prequalification System:  
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
b. Level of complexity in administration of projects 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
c. Level of legislation 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
d. Differences across different state jurisdictions in Australia 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
e. Australia’s industrial relations 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
f. Australia’s taxation system 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
g. Expectations of Australia government sector clients 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
h. Risk allocation in complex road and bridge projects 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
i. Lack of large/comparable local contractors to partner with a new foreign entrant 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
j. Lack of subcontractors 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
k. Environmental management requirements 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
l. Community management requirements 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
m. Quality management requirements 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
 
n. Health and safety requirements 
i. Greatly deter entry 1 2 3 4 5 6 7 Little effect on entry 
 
26. Please give brief details in terms of any positive and/or negative perceptions held by contractors in <insert 
home country> in terms of the way in which major civil infrastructure (including road and bridges) are 




27. In particular, what changes do you think might increase the overall attractiveness of Australian Public-
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Section E: International business motivation 
• The contractor’s business motivation for seeking to bid for and deliver complex road and bridge projects in 
current overseas markets and in other overseas markets currently being targeted. 
 
28. With regard to your firm’s overseas operations in the complex road and bridges sector and typically, please 
weight in the table in this question the following broad business motivations driving your firm’s decision to 
invest in delivering a complex road and bridge project in overseas locations. 





To seek highest ratio of return on investment & to seek additional work to offset 
spare/under utilised capacity in <insert home country>  
To seek learning opportunity from overseas (host) market and to seek to secure 
resources/outputs from overseas project to be used as inputs into projects in <insert 
home country> and/or in other overseas locations  
Other: Please give brief details: 100% 
 
 
29. How much do you think your firm’s overseas business motivation is affected by idiosyncratic/individual 
preferences? 
a. Please circle (1 to 7): Individual preferences greatly affect actual overseas location decisions 1 2 3 
4 5 6 7 Stated firm-wide objectives followed closely 
30. In the implementation of a decision to invest and start-up in a new overseas location, how much does your 
firm emphasize control and what time horizons does your firm prefer in terms of seeking its target return on 
investment? 
a. Control 
i. Please circle (1 to 7): Control (use of management resources from and systems from <insert 
home country>) greatly emphasized 1 2 3 4 5 6 7 Maximum use of local resources 
(including management resources sought and local systems preferred) 
b. Time horizon 
i. Please circle (1 to 7): Longer term investment preferred 1 2 3 4 5 6 7 Shorter term 
investment on more of project basis preferred 










Thank you very much indeed for your help in the Part 1 of the questionnaire 
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Complex roads & bridges and non-complex roads & bridges: Some indicative characteristics of complex 
road construction; re-construction and widening and complex bridges  
 
Roads 
• General earthworks exceeding 5 metres in cut or fill 
• Mechanically stabilised earth construction and other substantial retaining structures 
• Excavation in hard rock where blasting is likely to be required 
• May include pavement construction using non-conventional materials  
• Non-standard and heavy duty pavements (including heavy duty asphalt pavements and variations of type 
and scale within the project) 
• High performance surfacing 
• Special foundation and/or subgrade and subsoil drainage treatments grade-separated intersections 
• Complex community/stakeholder management 
• Complex environmental risk management. 
• Complex grade separated interchanges, multiple carriageways involving complex staging 
• Complex staged traffic management in high speed and/or urban environments 
• Complex community/stakeholder interfaces 
• Complex service relocation 
 
Bridges 
• Complex earthworks, including guidebanks and rock protection 
• Superstructures with simply supported pre-stressed concrete girders and cast-in-situ composite decks 
• Simply supported voided slab superstructures 
• Foundations which may be complex and/or require deep piling and/or require floating equipment or 
temporary bridges 
• Heavy foundations involving piles or steel liners driven from floating equipment 
• Simple geometry, simple post tensioning 
• Structures carrying significant public utilities 
• Structures involving spherical/pot bearing systems and fabricated expansion joints 
• Construction over operating roads (low-medium traffic volumes) and electrified rail lines 
• Significant fabricated steel superstructures 
• Complex geometric/aesthetic shapes 
• Elevated overpass structures with complex geometry 
• Superstructures requiring segmental construction techniques, incrementally launching techniques, floating 
• Cranes and launching trusses for placement of girders 
• Small cable stayed bridges, such as footbridges 
• Construction over navigable waterways 
• Construction over operating roads (high traffic volumes) and electrified rail lines 
• Complex community/stakeholder interfaces 





END OF PART 1 OF CASE STUDY QUESTIONNAIRE  
FOR CONTRACTORS HEADQUARTERED OUTSIDE AUSTRALIA 
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Appendix 3.2 
 
Title: Final version of part 2 of the case study questionnaire for contractors 
headquartered outside Australia 
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1. If you would like to receive a summary of the analysis of aggregated data from all the case studies conducted and the 
global survey of contractors, along with an analysis of secondary data, then please tick the following box:  
During the process of completing this questionnaire, if you would like to make any further comments, then these are 
welcomed in the final Section B. 
 
Section A: Ownership advantages 
• Potential sources of competitive advantages in road construction; reconstruction and widening and bridge 
construction over <insert equivalent to AUD 50million> and which will be scaled by the research team - relative 
to the Australian market and contractors that are currently registered in the Australia’s National Prequalification 
System (Civil Construction, Road and Bridge) 
 
Scope and definitions: 
• “The contractor” is the firm responding to this questionnaire and includes all divisions and subsidiaries in <insert 
home country> and overseas but excludes attributes possessed by any parent company or sister companies 
• Complex and non-complex and roads & bridges – please see Appendix for indicative characteristics of these two 
very approximate categories of roads and bridges 
• An attribute is a potential source of competitive advantage either currently possessed (controlled/more than 50% 
owned by the contractor) and/or potentially available to be possessed/procured by the contractor at the time of the 
case study interview and able to be used in terms of a potentially more competitive bid (lower price and/or more 
desirable bid from the client’s perspective, in any or across all of the following services: design; construction; 
operations and maintenance; and financing aspects of the project) for a major/complex road and/or bridge project 
o To qualify as a source of potential competitive advantage, an attribute (or some part of an attribute) 
possessed by the contractor needs to be, at least in theory, deployable (physically mobile and/or 
electronically/virtually transferable) to projects beyond <insert home country>’s  national boundaries and 
into a project located in Australia  
o The essential scope of potential competitive advantages concern those attributes required to manage (plan; 
procure; and coordinate and control) the process of the construction; reconstruction; and widening of a 
roads and bridge construction; These attributes contribute and improve the chances of a successful bid by 
the contractor for projects - as the head/lead contractor in a sole bid or as a joint-head/lead contractor 
in a joint bid; All questions in this Part 2 of the questionnaire exclude attributes exclusively associated 
with tunnels except for Question 4 
o Beyond this essential scope concerning the construction of roads and bridges; the contractor may advise, in 
response to a question, other attributes surrounding construction, for example, the ability to manage 
and/or deliver in-house design and/or operations and/or maintenance and/or the ability to advance finance to 
road and bridge projects 
• The PPP acronym is used for Public-Private Partnerships 
 
Main rivals (for convenience this Question 2 is repeated in both Part 1 and 2) 
 
• The term “main rivals” refers to the contractor’s competitors who affect the contractor’s bid/bidding decision in 
some way in complex roads & bridges (described in the Appendix) and are those main rivals established in 
Question 2 and not the entire market/other sub-sectors.  
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2. In complex roads & bridges (described in the Appendix): 
a. What is the approximate value range of project and approach to procurement from which your firm 
generates the most turnover nationwide in <insert home country>?  
i. Please insert approximate project value range <insert acronym for currency in home country>: 
___________________________________________________________________________ 
ii. Please insert procurement approach: _______________________________________________ 
b. In complex roads & bridges and in the value range and procurement approach you noted above, very 
approximately how many main rivals nationwide in <insert home country> does your firm have? Please 
insert number:__________________ 




Technical and service attributes 
 
3. Where applicable and in terms of contracts awarded to your firm post Global Finance Crisis (since around end of 
2008), please insert in each cell in the table in this question the approximate highest contract sum awarded 
(nationwide in <insert home country>); approximate upper level contract sum (nationwide in <insert home 
country>); and a more typical/preferred contract sum in <insert home country> (all to nearest <insert equivalent to 
AUD 25 million>) – with respect to your firm operating as a single entity and not as joint bidder/in collaboration 
with other firms and across its the various kinds of service/procurement approaches including construct only and 
other approaches. Please also indicate whether the payment terms tend toward a lump sum or a cost plus 
arrangement. 
 
• Notes for Question 3 Table 
o  “Highest contract sum” = Your firm’s largest road contract in <insert home country> 
o “Upper level contract sum” = A project size that occurs on an infrequent basis in your firm and there may 
only be a few of these contracts in each year  
o “Typical/preferred contract” = Represents the majority of road contracts in your firm 
o “Lump sum” = Interim payments made during construction towards a fixed sum agreed as part of the 
execution of construction agreement/contract 
o “Cost plus” = Reimbursement of costs incurred by the contractor plus a fee for the management services 
provided by the contractor 
o Services/procurement approaches offered by the contractor 
 Construction only – The contractor takes responsibility for construction only in response to a 
design that is provided by the client and/or the client’s agents/designers/engineers 
 Design - could be delivered by your firm’s in-house engineers and/or by independent firms of 
engineers appointed directly and managed by your firm 
 Operations and maintenance - could be delivered by your firm’s in-house resources and/or by 
independent firms specializing in this activity and appointed directly and managed by your firm 
 Contractor’s finance – concerns your firm’s capacity to raise debt and/or equity finance as the 
lead contributor and contractor to finance the entire design and construction; operation and 
maintenance of the road and in return receiving revenues/tolls direct from users or from regular 
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Question 3 Table 
Service/ 
procurement 
Complex roads & bridges post GFC Non-Complex roads & bridges post GFC 
Construct 
only 
Highest contract sum – nationwide (to nearest <insert 
equivalent to AUD 25 million>): ___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to 
nearest <insert equivalent to AUD 25 
million>):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest <insert 
equivalent to AUD 25 million>): ___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to 
nearest <insert equivalent to AUD 25 
million>):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then 
please tick the box:  
Design and 
construct 
Highest contract sum – nationwide (to nearest <insert 
equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to 
nearest <insert equivalent to AUD 25 
million>):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest <insert 
equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to 
nearest <insert equivalent to AUD 25 
million>):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then 





Highest contract sum – nationwide (to nearest <insert 
equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to 
nearest <insert equivalent to AUD 25 
million>):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest <insert 
equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to 
nearest <insert equivalent to AUD 25 
million>):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then 
please tick the box:  
Contractor’s 
finance 
Highest contract sum – nationwide (to nearest <insert 
equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to 
nearest <insert equivalent to AUD 25 
million>):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then 
please tick the box:  
Highest contract sum – nationwide (to nearest <insert 
equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Upper level contract sum – nationwide (to nearest 
<insert equivalent to AUD 25 million>):___________ 
• Please circle: Lump sum / cost plus 
 
Typical/preferred contract sum – nationwide (to 
nearest <insert equivalent to AUD 25 
million>):___________ 
• Please circle: Lump sum / cost plus 
 
If your firm does not offer services in this cell, then 
please tick the box:  
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4. Where applicable, please insert in each cell in the table in this question your firm’s highest level capability (the 
region in which your firm operates with the greatest capability to construct tunnels). 
• Notes for Question 4 Table 
o T1: Cut and cover tunnels, constructed in a shallow trench and then covered over 
o T2: Bored tunnels, constructed in situ, without removing the ground above 
o T3: Immersed tube tunnels, sunk into a body of water and sit on, or are buried just under, its bed 
o Upper level size = The highest value of the tunnel only (either representing the entire project or part of a 
project) that you firm would consider bidding for in <insert home country> and on a lump sum basis 
 
Question 4 Table 
Service T1: Tunnel T2: Tunnel T3: Tunnel 
Construct only Upper level size/value – 
nationwide (to nearest 
<insert equivalent to AUD 
25 million>):__________ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert equivalent to AUD 
25 million>):__________ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert equivalent to AUD 
25 million>):__________ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Design and construct Upper level size/value – 
nationwide (to nearest 
<insert equivalent to AUD 
25 million>):__________ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert equivalent to AUD 
25 million>):__________ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert equivalent to AUD 
25 million>):__________ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Design; construct; operate 
& maintain 
Upper level size/value – 
nationwide (to nearest 
<insert equivalent to AUD 
25 million>):__________ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert equivalent to AUD 
25 million>):__________ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
Upper level size/value – 
nationwide (to nearest 
<insert equivalent to AUD 
25 million>):__________ 
 
If your firm not offer 
services in this cell, then 
please tick the box:  
 
 
5. In terms of your all your firm’s (or its subsidiaries) operations outside of <insert home country> and worldwide, are 
any of the upper level contract sums in the cells in the above Question 3 Table and/or in Question 4 Table, likely to 
be exceeded and/or might there be an entry in a cell with respect to operations outside of <insert home country> that 
is not applicable in <insert home country>? Please circle: Yes/No/Don’t know 
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6. Where applicable, please insert in each cell in the table in this question the approximate number of years your firm 
(including its subsidiaries) both within and outside of <insert home country>/worldwide, has operated.  
Question 6 Table 
Service/procurement approach Complex roads & bridges 
Approximate number of years 
Non-Complex roads & bridges 
Approximate number of years 
Construct only  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Design and construct  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Design; construct; operate & 
maintain 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
Contractor’s finance  = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 = 1-2 years 
 = 2-5 years 
 = 5-10 years 
 = 10-20 years 
 = More than 20 years 
 
7. Approximately how many managerial staff (including project managers and supervisors) and professional/technical 
staff (including engineers and surveyors) pertaining to all kinds of civil works are currently directly employed by 
your and on a full-time ongoing basis? 
a. Nationwide (including all subsidiaries). Please tick one/the closest box: 
 = Less than 100  = 100-500  = 500-1,000  = 1,000-5,000  = 5,000-10,000  
 = 10,000-20,000  = More than 20,000 
 
b. Overseas (including all subsidiaries). Please tick one/the closest box: 
 = Less than 100  = 100-500  = 500-1,000  = 1,000-5,000  = 5,000-10,000  




8. Please indicate your firm’s approximate turnover (including subsidiaries) in road and bridge construction in the last 
12 months.  
a. Please insert approximate sum and to the nearest  <insert equivalent to AUD 25 million> in respect of 
nationwide operations in <insert home country> in the sector (project value range and procurement approach) 
you indicated in Question 2:_________ 
b. Please insert approximate sum and to the nearest  <insert equivalent to AUD 25 million> in respect of 
nationwide operations in <insert home country> in all service/procurement approaches: ____________ 
c. Please insert approximate sum and to the nearest <insert equivalent to AUD 25 million> in respect of 
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Thank you very much indeed for your help in the Part 2 of the questionnaire 
 
Appendix: Complex roads & bridges and non-complex roads & bridges 
 
Some indicative characteristics of complex road construction; re-construction and widening and complex bridges  
 
Roads 
• General earthworks exceeding 5 metres in cut or fill 
• Mechanically stabilised earth construction and other substantial retaining structures 
• Excavation in hard rock where blasting is likely to be required 
• May include pavement construction using non-conventional materials  
• Non-standard and heavy duty pavements (including heavy duty asphalt pavements and variations of type and scale 
within the project) 
• High performance surfacing 
• Special foundation and/or subgrade and subsoil drainage treatments grade-separated intersections 
• Complex community/stakeholder management 
• Complex environmental risk management. 
• Complex grade separated interchanges, multiple carriageways involving complex staging 
• Complex staged traffic management in high speed and/or urban environments 
• Complex community/stakeholder interfaces 
• Complex service relocation 
 
Bridges 
• Complex earthworks, including guidebanks and rock protection 
• Superstructures with simply supported pre-stressed concrete girders and cast-in-situ composite decks 
• Simply supported voided slab superstructures 
• Foundations which may be complex and/or require deep piling and/or require floating equipment or temporary 
bridges 
• Heavy foundations involving piles or steel liners driven from floating equipment 
• Simple geometry, simple post tensioning 
• Structures carrying significant public utilities 
• Structures involving spherical/pot bearing systems and fabricated expansion joints 
• Construction over operating roads (low-medium traffic volumes) and electrified rail lines 
• Significant fabricated steel superstructures 
• Complex geometric/aesthetic shapes 
• Elevated overpass structures with complex geometry 
• Superstructures requiring segmental construction techniques, incrementally launching techniques, floating 
• Cranes and launching trusses for placement of girders 
• Small cable stayed bridges, such as footbridges 
• Construction over navigable waterways 
• Construction over operating roads (high traffic volumes) and electrified rail lines 
• Complex community/stakeholder interfaces 
• Complex environmental risk management 
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Australia       
1 Leighton Holdings Ltd. 5,300.04 X X 
2  Bovis Lend Lease, Millers Point 347.09 X   
3 McConnell Dowell Corp. Ltd. 157.16 X X 
Austria   
1 STRABAG SE, Vienna, Austria 10,101.24 X X 
2 A. Porr AG, Vienna, Austria 3,008.77 X X 
Belgium   
1 BESIX SA, Brussels, Belgium 1,089.60 X X 
Brazil   
1 Construtora Norberto Odebrecht, Sao Paulo, SP, 
Brazil 
4,138.20 X X 
2 Camargo Correa, Sao Paulo, SP, Brazil 1,087.52 X   
3 Construtora Andrade Gutierrez SA, Sao Paulo, 
SP, Brazil 
1,305.18 X   
China   
1 China Railway Construction Corp. Ltd. 42,112.20 X X 
2 China Railway Group Ltd.,  36,480.09 X X 
3 China Communications Construction Group 32,124.00 X X 
4 China State Construction Engineering Corp. 4,647.48 X X 
5 Sinohydro Corp. 2,655.05 X X 
6 Shanghai Urban Construction (Group) Corp. 2,220.26 X X 
7 CITIC Construction 1,928.03 X X 
8 Shanghai Tunnel Engineering Co. Ltd. 1,535.10 X   
9 Shanghai Construction (Group) General Co. 1,324.55 X X 
10 China Metallurgical Group Corp. 1,021.27 X X 
11 China Civil Engineering Constr. Corp. 829.54 X X 
12 China Gezhouba Group Co. Ltd. 814.22 X X 
13 Xinjiang Beixin Construction & Eng'g  (Group) 
Co. Ltd. 
618.95 X X 
14 China National Machinery Imp. & Exp. Corp. 598.88 X   
15 Zhejiang Constr. Investment Group Co. Ltd. 369.14 X X 
16 Daqing Oilfield Constr. GRP. Co. Ltd., Daqing 
City, China 
270.01 X X 
17 Qingjian Group Co. Ltd. 214.47 X X 
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18 Pan-China Construction Group Co. Ltd. 171.28 X X 
19 China Geo-Engineering Corp. 158.72 X X 
20 Beijing Construction Eng'g Group Co. Ltd. 100.49 X X 
21 Dongfang Electric Corp. 54.86 X   
22 China Yunnan Constr. Engineering GRP. Co. 
Ltd. 
53.72 X X 
23 China Jiangsu Int'l Econ-Tech. Coop. Corp. 39.19 X X 
24 Anhui Foreign Econ. Construction (Group) Co. 
Ltd. 
    X 
25 China National Complete Plant Imp. & Exp. 
Corp. 
      
26 Weihai International Eco. & Tech. Coop. Co. Ltd.     X 
27 Nantong Constr. Group Joint-Stock Co. Ltd.     X 
28 China Wu Yi Co. Ltd.,      X 
29 China Overseas Engineering Group Co.  Ltd.     X 
30 China Henan Int'l Cooperation Group Co. Ltd.     X 
31 China Int'l Water & Electric Corp. (CWE)     X 
32 China National Technical Imp. & Exp.  Corp     X 
33 China National Machinery Industry Corp.     X 
34 China Zhongyuan Engineering Corp.     X 
35 China National Chemical Eng'g Group Corp.       
Canada   
1 Aecon Group Inc., Toronto, Ontario, Canada 656.57 X X 
2 PCL Construction Enterprises Inc., Edmonton, 
Alberta, Canada 
488.57 X X 
3 Graham Group Ltd., Calgary, Alberta, Canada 351.54 X X 
4 SNC-Lavalin International Inc., Montreal, 
Quebec, Canada 
294.69 X X 
Chile   
1 SalfaCorp, Santiago, RegiÛn Metropolitana, 
Chile 
22.46 X RD 
Denmerk   
1 E. Pihl & Son AS, Kongens Lyngby, Denmark 262.78 X X 
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1 The Arab Contractors (O.A.O & Co.), Cairo, 
Egypt 
707.23 X   
2 Orascom Construction Industries, Cairo, Egypt 285.86 X X 
France   
1 VINCI, Rueil-Malmaison, France(A) 19,908.72 X X 
2 BOUYGUES, Paris, France(A) 16,450.08 X X 
3 EIFFAGE, Asnieres-sur-Seine, France(A) 3,565.98 X X 
Germany   
1 Bilfinger Berger AG, Mannheim, Germany(A)                                             4,495.96 X X 
2 HOCHTIEF AG, Essen, Germany(A) 6,517.20 X X 
3 Ed. Zublin AG, Stuttgart, Germany(A) 247.31 X X 
4 Bauer AG, Schrobenhausen, Germany(A) 220.96 X   
5  Bilfinger Berger Civil  0.00 X X 
6 Bilfinger Berger Budownictwo 0.00 X X 
Greece   
1 Ellaktor SA, Kifissia, Greece 1,797.46 X   
2 Consolidated Contractors Group, Athens, Greece 1,319.99 X X 
Ireland   
1 John Sisk & Son Ltd., Dublin, Leinster, Ireland 177.94 X X 
Israel   
1 Shikun  & Binui-SBI Infrastructure Lt. Israel (A)     X 
India   
1 Larsen & Toubro Ltd., Mumbai, India 1,629.79 X   
2 Punj Lloyd Ltd., Gurgaon, Haryana, India 296.50 X X 
3 Ceigall Builders Pvt Ltd., Ludhiana, Punjab, 
India 
819.00 X   
4 Ircon International Ltd., Delhi, India (A)     X 
Italy   
1 Astaldi SpA, Rome, Italy(A) 2,072.00 X X 
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2 IMPREGILO SpA, Milan, Italy(A) 1,692.51 X X 
3 Salini Costruttori SpA, Rome, Italy(A) 926.80 X X 
4 Impresa Pizzarotti & C. SpA, Parma, Italy(A) 768.38 X X 
5 Societa Italiana Per Condotte D'Acqua SpA, 
Rome, Italy(A) 
760.50 X X 
6 Ghella SpA, Rome, Italy 682.50 X X 
7 C.M.C. di Ravenna, Ravenna, Italy(A) 523.03 X X 
          
8 Maire Tecnimont SpA, Rome, Italy(A) 211.32 X X 
9 Saipem, San Donato Milanese, Italy(A) 117.10 X X 
10 Techint Group, Milan, Italy(A) 148.60 X X 
11 Trevi Spa, Cesena, Italy(A) 84.94 X X 
12 Bonatti SpA, Parma, Italy(A)     X 
13 Rizzani de Eccher SpA, Pozzuolo del Friuli, 
Italy(A) 
    X 
14 SELI SpA, Rome, Italy(A)     X 
15 Bentini SpA, Faenza, Italy(A)       
Japan   
1 Taisei Corp. 3,604.38 X X 
2 Obayashi Corp. 3,242.40 X X 
3 Kajima Corp. 2,423.16 X X 
4 Shimizu Corp. 1,712.76 X X 
5 Penta-Ocean Construction Co. Ltd. 1,527.74 X X 
6 Sumitomo Mitsui Construction Co. Ltd. 591.80 X X 
7 Toda Corp. 498.50 X   
8 Takenaka Corp. 361.11 X   
9 Kinden Corp. 151.02 X X 
10 Chiyoda Corp. 25.73 X   
11 Nishimatsu Construction Co. Ltd. 1.39 X X 
12 Taikisha Ltd.       
Korea   
1 Hyundai Engineering & Construction Co. Ltd., 
Seoul 
1,430.41 X X 
2 Daewoo E&C Co. Ltd., Seoul 1,392.77 X X 
3 Daelim Industrial Co. Ltd., Seoul 1,064.13 X X 
4 Samsung C&T Corp., Seoul 1,045.20 X X 
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5 Hanjin Heavy Industries & Construction Co. Ltd., 
Seoul 
542.30 X X 
6 POSCO Engineering & Construction 511.52 X X 
7 Ssangyong Engineering & Construction Co. Ltd., 
Seoul 
483.30 X X 
8 SK Engineering & Construction, Seoul 474.59 X X 
9 GS Engineering & Construction Corp., Seoul 447.87 X X 
10 Doosan Engineering & Construction Co. Ltd., 
Seoul 
412.02 X X 
11 Lotte Engineering & Construction Co. Ltd.,   
Seoul 
405.96 X   
          
12 Hanwha Engineering & Construction Corp.,  
Seoul 
169.59 X X 
13 Samsung Engineering Co. Ltd., Seoul 152.84 X X 
Kuwait   
1 Mushrif trading & Contracting Co., Kuwait     X 
Lebanon   
1 Contracting & Trading Co., Beirut, Lebanon 209.38 X X 
Luxembourg       
1 Jan De Nul Group (Sofidra SA), Steinfort, 
Luxembourg 
1,783.64 X X 
Netherlands 
1 Royal BAM Group nv, Bunnik, The Netherlands 5,440.80 X   
2 Van Oord, Rotterdam, The Netherlands 122.16 X X 
Norway   
1 Veidekke ASA, Oslo, Norway 374.68 X X 
Portugal   
1 Soares Da Costa - Grupo SGPS, Porto, Portugal 317.46 X X 
2 Stroygazconsulting LLC, Moscow, Russia     X 
Saudi Arabia 
1 Al-Arrab Contracting Co. Ltd., Riyadh, Saudi 
Arabia 
89.77 X X 
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Serbia   
1 Energoprojekt Holding, Belgrade, Serbia     X 
Spain   
1 FCC, Fomento de Constr. y Contratas 8,856.70 X X 
2 Grupo ACS, Madrid 6,973.85 X X 
3 Ferrovial Agroman SA, Madrid 3,720.07 X X 
4 SACYR Vallehermoso, Madrid 2,516.69 X X 
5 Acciona SA, Madrid 2,070.80 X X 
6 COMSA EMTE, Madrid 1,755.13 X X 
7 Grupo Isolux Corsan SA, Madrid 1,019.86 X X 
8 Abeinsa SA, Seville 149.02 X   
9 Tecnicas Reunidas, Madrid 39.51 X X 
10 Sener Ingenieria y Sistemas SA, Las Arenas 
(GETXO), Vizcaya 
    X 
Sweden   
1 Skanska AB, Solna, Sweden 4,080.50 X X 
Taiwan   
1 CTCI Corp., Taipei, Taiwan 101.74 X X 
Turkey   
1 STFA Construction Group, Istanbul, Turkey 666.66 X X 
2 TAV Construction, Istanbul, Turkey 662.09 X   
3 Mak-Yol Constr. Indus. Tourism & Trading Inc., 
Istanbul, Turkey 
648.15 X X 
4 Enka Construction & Industry Co. Inc., Istanbul, 
Turkey 
587.85 X X 
5 Alarko Contracting Group, Gebze, Kocaeli, 
Turkey 
463.50 X X 
6 Limak Insaat Sanayi ve Ticaret AS, Ankara, 
Turkey 
462.68 X X 
7 Tekfen Construction and Installation Co. Inc., 
Istanbul, Turkey 
312.12 X X 
8 Cengiz Construction Industry & Trade Co. Inc., 
Istanbul, Turkey 
293.44 X   
9 Nurol Construction and Trading Co., Ankara, 
Turkey 
246.00 X X 
 Appendix 4 413 








10 Renaissance Construction, Ankara, Turkey 213.86 X   
11 Polimeks Insaat Taahhut ve San Tic. AS, 
Istanbul, Turkey 
203.58 X   
12 Yuksel Insaat Co. Inc., Ankara, Turkey 186.72 X X 
13 GAMA, Ankara, Turkey 13.26 X   
14 Onur Taahut Ticaret Ltd. St1., Ankara, Turkey 
(A) 
    X 
15 Baytur Construction and Contracting Co., 
Istanbul,turkey 
      
16 Guris Insaat ve Muhendislik AS, Ankara, turkey     X 
17 Dogus Insaat Ve Ticaret AS, Kavacik-Beykoz-
Istanbul, Turkey 
    X 
18 Yapi Merkezi Insaat ve Sanayi A, Istanbul, 
Turkey (A) 
    X 
19 Summa Turizm Yatirimciligi AS, Ankara. 
Tuirkey 
    X 
20 Metag Insaat Ticaret AS, Ankhara     X 
21 Eser Contracting & Industry Co. Inc., Ankhara     X 
22 TML Construction Co.  Istanbul     X 
23 Oztas Construction Co. Ankhara     X 
24 Ant Yapi Construction, Industry & Trade Co. 
Ltd., Istanbul, Turkey 
      
25 Kayi Insaat San. Ve Tic. AS, Istanbul, turkey       
26 Yasar Ozkan Eng'g and Contracting Co., Ankara, 
Turkey 
      
27 GAPP Insaat Yatirim ve dis Ticarat AS,  Istanbul, 
Turtkey 
      
28 Yenigun Construction Inc, Ancara, turkey       
UAE   
1 Al Habtoor Leighton Group, Dubai, U.A.E.     RD 
2 Al Shafar General Contracting, Dubai, UAE       
UK   
1 Balfour Beatty plc, London, U.K.(A) 4,985.97 X X 
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2 Joannou & Paraskevaides Group, Guernsey, 
Channel Islands, U.K. 
1,264.74 X X 
3 AMEC plc, London, UK 19.46 X X 
US   
1 Bechtel, San Francisco, Calif., U.S.A. 4,980.14 X X 
2 The Walsh Group Ltd., Chicago, Ill., U.S.A. 1,604.21 X X 
3 Granite Construction Inc., Watsonville, Calif., 
U.S.A. 
1,491.88 X X 
4 Fluor Corp., Irving, Texas, U.S.A. 1,378.86 X X 
5 The Lane Construction Corp., Cheshire, Conn., 
U.S.A. 
928.00 X X 
6 Austin Industries, Dallas, Texas, U.S.A. 687.31 X X 
7 Empresas ICA SAB de CV, Mexico City, Mexico 567.60 X X 
8 Parsons, Pasadena, Calif., U.S.A. 543.96 X X 
9 Ames Construction Inc., Burnsville, Minn., 
U.S.A. 
467.08 X X 
10 Hensel Phelps Construction Co., Greeley, Colo., 
U.S.A. 
423.71 X   
11 The Kokosing Group, Fredericktown, Ohio, 
U.S.A. 
338.59 X X 
12 McCarthy Holdings Inc., St. Louis, Mo., U.S.A. 310.20 X X 
13 Hunt Construction Group Inc., Scottsdale, Ariz., 
U.S.A. 
278.20 X   
14 CH2M HILL, Englewood, Colo., U.S.A. 203.20 X X 
15 KBR, Houston, Texas, U.S.A. 199.00 X X 
16 URS Corp., San Francisco, Calif., U.S.A. 122.11 X X 
17 Swinerton Inc., San Francisco, Calif., U.S.A. 111.71 X   
18 Sundt Construction Inc., Tempe, Ariz., U.S.A. 106.01 X X 
19 Gilbane Building Co., Providence, R.I., U.S.A. 94.07 X   
20 Walbridge, Detroit, Mich., U.S.A. 86.57 X   
21 Michels Corp., Brownsville, Wis., U.S.A. 78.16 X X 
22 Mortenson Construction, Minneapolis, Minn., 
U.S.A. 
71.64 X X 
23 Hoffman Corp., Portland, Ore., U.S.A. 57.80 X   
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24 Holder Construction Co., Atlanta, Ga., U.S.A. 50.12 X   
25 Adolfson & Peterson Construction, Minneapolis, 
Minn., U.S.A. 
38.76 X   
26 The Whiting-Turner Contracting Co., Baltimore, 
Md., U.S.A. 
35.04 X X 
27 Brasfield & Gorrie LLC, Birmingham, Ala., 
U.S.A. 
20.18 X   
28 Alberici Corp., St. Louis, Mo., U.S.A. 17.25 X   
29 Messer Construction Co., Cincinnati, Ohio, USA 13.40 X   
30 The Layton Cos., Sandy, Utah, U.S.A. 7.32 X   
31 The Shaw Group Inc., Baton Rouge, La., U.S.A.     X 
32 Manhattan Construction Group, Tulsa, Okla., 
U.S.A. 
    X 
33 The Yates Cos. Inc., Philadelphia, Miss., U.S.A.     X 
34 Okland Construction Co. Inc., Salt Lake City, 
Utah, U.S.A. 
    X 
35 Power Construction Co. LLC, Schaumburg, Ill., 
U.S.A. 
      
36 Kiewit Corp.,      X 
37 Jacobs, Pasadena,      X 
38 Tutor Perini Corp.,      X 
39 Great Lakes Dredge & Dock Corp. LLC      X 
40 JE Dunn Construction Group, Kansas City, Mo., 
U.S.A. 
      
41 Structure Tone, New York, N.Y., U.S.A.       
42 Suffolk Construction Co. Inc., Boston, Mass., 
U.S.A. 
      
43 Barton Malow Co., Southfield, Mich., U.S.A.       
44 The Flintco Cos. Inc., Tulsa, Okla., U.S.A.       
45 The Weitz Co., Des Moines, Iowa, U.S.A.       
46 DPR Construction Inc., Redwood City, Calif., 
U.S.A. 
      
47 Hunt Building Co. Ltd., El Paso, Texas, U.S.A.       
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48 Clayco Inc., St. Louis, Mo., U.S.A.       
49 David E. Harvey Builders Inc., Houston, Texas, 
U.S.A. 
      
50 Hunter Roberts Construction Group LLC, New 
York, N.Y., U.S.A. 
      
51 Plaza Construction Corp., New York, N.Y., 
U.S.A. 
      
52 Robins & Morton, Birmingham, Ala., U.S.A.       
53 Caddell Construction Co. Inc., Montgomery, 
Ala., U.S.A. 
      
 
End note: 
1 Reina, P. and Tulacz, G. J. (2010). The top 225 international contractors. Engineering News-Record, 265 (6), 44. 
2 Websites of each of the companies. 
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Employee2,3 Years in 
Business in 
Australia2,3 
Owned by 2,3 Shareholder information of Parent 
Company4 
No Financial Level- F 150 PLUS - unlimited       
1  Leighton Contractors Pty Ltd 14.56B 45,340  55  wholly owned subsidiary of 
the Leighton Holdings 
Limited Hochtief Australia 
Limited/ **Hochtief Germany 
54.21% Owned by Hochtief AG, US(4%), 
others(3%)//  Spainish Company Grupo 
ACS hold major share of Hochtief AG.  
2 Bitupave Ltd t/a Boral Asphalt 4.91B 14,677 50  Boral Transport Limited is a 
subsidiary of Boral limited 
Australian(>70%),US(8.9%),China(.12%) 
& others 
3  Thiess Pty Ltd 4.7B 14,719  75  Leighton Holdings 
Limited/Hochtief Australia 
Limited/Hochtief Germany 
54.21% Owned by Hochtief AG, US(4%), 
others(3%) 
4  John Holland Pty Ltd 2.42B 3169    Majority is owned by 
Leighton Holdings Limited 
  
5 McConnell Dowell Constructors 
(Aust) Pty 
Ltd 
1.8B 6,500  40  100% owned by Aveng 
Limited, South Africa 
US(10.78%), Japan (.32%), 
others(remaining) 
6  Abigroup Contractors Pty Ltd 1.41B 2,097     Lend Lease Almost  Australian(70 %) , US(2.58%), 
Japannese (0.92) & other shareholders 
7  Baulderstone Pty Ltd 1.2B 1,200  80  Lend Lease Almost  Australian(70 %) , US(2.58%), 
Japannese (0.92) & other shareholders 
8 Downer EDI Works Pty Ltd 1.12B 2,320  48  Downer EDI Limited 85% Australian owned; US(12%), 
Chinese(1%) and Japanese(0.81) 
Sharholder 
9  Macmahon Contractors pty Ltd 1.11B 1848 45 Macmahon Holdings Limited Australian(60%),US(4%) & others 
10  BGC Contracting Pty Ltd 700M 1,400    BGC (Australia) Pty Ltd 100% Australian owned 
11 Fulton Hogan Construction Pty 
Ltd 
651.7M 1,228  10  NewZealand-based Fulton 
Hogan Limited 
100% Foreign owned 
12 BMD Constructions Pty Ltd 465M 1,189  20  Privately owned company  NA 
13  Reed Constructions Australia Pty 
Ltd 
401M 391 32  The Reed Group of 
Companies 
 NA 
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Employee2,3 Years in 
Business in 
Australia2,3 
Owned by 2,3 Shareholder information of Parent 
Company4 
14  John Holland Queensland Pty Ltd NA NA NA 100% Leighton Holdings 
Limited 
54.21% Owned by Hochtief AG, US(4%), 
others(3%) 
ENR,2011 Acciona Infrastructure Australia 
Pty Ltd 
NA     *Acciona SA, Madrid                        Spanish (90%), US(6%), China(0.16%) 
ENR,2011 Ferrovial Agoman Pty Ltd    *Ferrovial Argoman, Madrid NA 
NO Financial Level- F150 - $150 million       
1  Golding Contractors Pty Ltd 383.6M 933  69  Privately owned company  NA 
2  Georgiou Group Pty Ltd 365.6M 602  34  Georgiou Capital Pty Ltd.  NA 
3  Ertech Pty Ltd 284M 562  30  Privately owned company Employee owned company 
4  Seymour Whyte Constructions 
Pty Ltd 
185M 181  23  Seymour Whyte Ltd. Australian (60%), Japanese (0.45%) & 
others 
5  Synergy (CMC, Probuild & 
Downer( Joint Venture)) 
NA        NA 
NO Financial Level- F100 - $100 million       
1 Daracon Contractors Pty Ltd 189M 910 29 Daracon Engineering Pty LTD  NA 
2  Leed Engineering Pty Ltd 180M 200  10  Private  NA 
3 Brierty Limited 200M 400  30  Australian company 100% Australian Owned 
4 Civil & Allied Technical 
Construction Pty Ltd 
117.9M 172  14  Private  NA 
5  York Civil Pty Ltd 129.9M 170 31 Private  NA 
6  Watpac Civil & Mining Pty Ltd 119M 120 37 Private  NA 
7 Cut and Fill Pty Ltd 84M 123  30  Private  NA 
8 Bardavcol Pty Ltd 43M 100 17    NA 
9  J F Hull Holdings Pty Ltd 78.5M 74  30  Private  NA 
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Employee2,3 Years in 
Business in 
Australia2,3 
Owned by 2,3 Shareholder information of Parent 
Company4 
10 Bielby Holdings Pty Ltd NA 30  20  Private  NA 
11 Civil Mining & Construction & 
Probuild - JV 
NA NA NA NA  NA 
NO Financial Level- F50 - $50 million       
1 ST HILLIERS CONTRACTING 
PTY LIMITED 
492M 379    NA  NA 
2 Abergeldie Contractors Pty Ltd NA NA 17  NA Abergeldie Complex Infrastructure™ 
3 Arenco (NSW) Pty Ltd 81.5M 80 28 Private  NA 
4 Ward Civil and Environmental 
Engineering Pty Ltd 
67.5M 68    NA  NA 
5 Civil Mining & Construction Pty 
Ltd 
64.2M 110 40 Private  NA 
6 VEC Civil Engineering Pty Ltd 51M 164    NA  NA 
7 Probuild Civil (QLD) Pty Ltd 44.5M 52   Probuild Construction 
(AUST) Pty Ltd. 
 NA 
8 Nace Civil Engineering Pty Ltd 39M 100 41 Private  NA 
9 SEE Civil Pty Ltd 20.7M      NA  NA 
10 RTA - Road and Fleet Services NA NA NA  NA  NA 
NO Financial Level- F25 - $25 million       
1 Robson Civil Projects Pty Ltd 88.4M 195 49 Henman Investments Pty Ltd  NA 
2 Shaw Contracting Pty Ltd 50M 100    NA  NA 
3 Burton Contractors Pty Ltd 42.1M 70 38 Private (Family business)  NA 
4 Ford Civil Contracting Pty Ltd 37.7M 132 29 Private  NA 
5 Brisland Pty Ltd 26.8M 10 22 Private   NA 
6 Fernandes Constructions Pty Ltd 18.2M 45 30 Private  NA 
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Employee2,3 Years in 
Business in 
Australia2,3 
Owned by 2,3 Shareholder information of Parent 
Company4 
7 Haslin Constructions Pty Ltd 2.3M 40 20 Private  NA 
8 Civil Team Engineering Pty Ltd NA      NA  NA 
9 Colemans Group Australia Pty 
Ltd 
NA 35   NA  NA 
10 Nelmac Pty Ltd NA      NA   NA 
11 TCS (Qld) Pty Ltd   35 6     
 
    Endnotes:  1National Prequalification System(NPS) under Australian Government    
 2Dun and Bradstreet report from QUT database    
 3 Firm's individual websites    
 4 MintGlobal database from QUT access    
  Note:  1. '*' refers that these companies are listed in (ENR) Appendix 4     
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No Entity (based on 
Financial Level) 1 2 3 4 5 
Ownership Advantages Leighton Contractors Pty Ltd Thiess Pty Ltd McConnell Dowell 
Constructors (Aust) 
Pty Ltd 




1 Size of the Firm           
a Employee >10,000 14,719  6,500  2,097  1,200  
b Operating 
Revenue(turnover, AUD) 
14.56B 4.7B 1.8B 1.41B 1.28B 
2 Firm's Reputation           
a Rank in Australia based 
on operating 
Revenue(Turnover) 
1  2  3  4  5  
b Years in Business in 
Australia 
55  75  40    80 
3 Technical Skills            
a Types (R5 & B4)  (R5 & B4)  (R5 & B4)  (R5 & B4)  (R5 & B4)  
b Road/Bridge/Tunnel 
Sectors 
 Highly skilled and experienced in 
delivering and financing a major 
toll road 
 deliver a broad range of civil 
projects including vital transport 
networks such as roadways, 
tunnels, bridges and major 
highways 
roads, bridges, airports 
and railways. 
Experienced experienced in 
Road, bridge & 
tunneling 
c Expertise A depth of expertise in project 
management, community 
consultation, environmental 
management, traffic management, 
quality assurance and safety  
multi-disciplinary teams and 
infrastructure specialists whose 
experience and ingenuity enable 
cost-competitive, cutting edge 
solutions 




capable of delivering services at all 
stages of project life cycle. 
at the earliest stages in 
feasibility, engineering and 
engineering to ensure valuable 
outcomes. 
    preconstruction to 
project closeout 
e Projects (Award 
winning) 
did iconic and significant projects 
across Australia  
iconic projects     iconic projects 
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No Entity (based on 
Financial Level) 1 2 3 4 5 
Ownership Advantages Leighton Contractors Pty Ltd Thiess Pty Ltd McConnell Dowell 
Constructors (Aust) 
Pty Ltd 




f  Accessibility to 
constrcution machinery 
and materials 
1. Tunnlling machine       
2.“Jet Vactor” road cleaner 
1.a large plant fleet  includes the 
latest graders, excavators, 
compactors, rollers & sp. 
Pavement machine                                               
2. twin shaft concrete batching 
plants                                                        
3.a plant fleet including Tunnel 
Boring Machines (TBMs) 
 Reknowned for road 
header, TBM, drill 
blast, pipe-jacking & 
micro tunneling 
expertise 
1. Plant fleets(earth moving 
fleet)                                                
2. Registererd training 
organisation                            
3.Precast facilities 
:Australian Precast Solutions 
Pty Ltd is a wholly owned 
subsidiary of Abigroup Ltd 
Tunnel boring 
machine 
g  Max. Project Values 
(AUD) 
$2.84B (Clem 7) 4.8B (Airport link Busway)   $2.2B $2.1B (Clem 7 
Tunnel) 
4 Innovative technology         
a Technology & Research 
& development capacity 
  More than 75 yrs ago investing 
this purpose 






providing us with 




b Road & Bridge   1.consistency of concrete 
produced for paving works                                            
2. foundationless design, 
lowering establishment costs 
and decreasing timeframes to 
allow easier movement across 
larger projects than conventional 
plants. 
  operates its own concrete 
precasting all of which 
provide Abigroup with 
unbeatable control over a 
project’s critical path. A 
‘can-do’ approach and a 
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No Entity (based on 
Financial Level) 1 2 3 4 5 
Ownership Advantages Leighton Contractors Pty Ltd Thiess Pty Ltd McConnell Dowell 
Constructors (Aust) 
Pty Ltd 




c Tunnelling Innovative tunnelling technology 
offers improved manoeuvrability 
and the capability to both excavate 
in up to three locations 
simultaneously and move quickly 
from one slot to another, 
comparing to traditional one. 
employs a large cross section of 
seasoned professionals 
experienced in all areas of 
tunnelling, underground 
excavation and construction and 
work with some of the most 
sophisticated tunnelling 
equipment in the world 
expertise covers the 
whole range of 
tunnelling from 
specialist soft ground 
techniques (full faced 
balanced earth pressure 
machines) through to 
hard rock tunnelling  
provide extensive technical 
assistance and in-house 
engineering design to 
maximise the benefits of 
using precast concrete 
elements.  The company’s 
comprehensive skills also 
include the handling and 
delivery of complex precast 
products 
  
    initiating the first major use of pre-
cast materials, building the first 
privately funded tollway in 
Australia, to the creation of the 
first major alliance project. 
  As one of Australasia’s 
most skilled tunnelling 
contractors.  
    
d Cleaning a specialised “Jet Vactor” road 
cleaner will be used for the first 
time in Australia.  
can manage ventilation 
requirements, shaft construction 
and waste removal. 
      
e Traffic management minimise distruption of travelling 
public. 
are skilled at choosing the right 
approach to minimise impact on 
communities and the 
environment. 
 engineers developed an 
"offline" construction 
method.This method 
avoided many months 
of significant 
construction disruption 
and delays for rail 
commuters. 
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No Entity (based on Financial 
Level) 
6 7 8 9 10 11 
Ownership Advantages Downer EDI Works 
Pty Ltd 
Macmahon 
Contractors pty Ltd 
BGC Contracting Pty 
Ltd 
Fulton Hogan 




Australia Pty Ltd 
1 Size of the Firm             
a Employee 2,320  3021 1,400  >2000 in Australia 1,189  391 
b Operating 
Revenue(turnover, AUD) 
1.12B 1.11B 700M 651.7M 465M 401M 
2 Firm's Reputation             
a Rank in Australia based 
on operating 
Revenue(Turnover) 
6  7  8  9  10  11  
b Years in Business in 
Australia 
48  45   10  20 32  
3 Technical Skills              
a Types R3 (R5 & B4)  (R5 & B4)  (R5 & B4)  (R5 & B4)  (R5 & B4)  
b Road/Bridge/Tunnel 
Sectors 
  experienced experienced extensive 
experience in 
pavement construction 
and been involved in 





undertaken a range of 
major road, highway, 




c Expertise skilled professionals 
and tradespeople  
  multi-skilled civil 
engineering team 
Exceptional expertise 
in airports  and major 
roads 
   highly motivated & 
skilled personnel  
individuals 
d Capability (design/  
construction/         
maintenance) 
          Predesign stage to 
final output 
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No Entity (based on Financial 
Level) 
6 7 8 9 10 11 
Ownership Advantages Downer EDI Works 
Pty Ltd 
Macmahon 
Contractors pty Ltd 
BGC Contracting Pty 
Ltd 
Fulton Hogan 




Australia Pty Ltd 
f  Accessibility to 
constrcution machinery 
and materials 
 own and operate more 
than thirty asphalt 
plants 
  1.BGC Cement       2. 
BGC Concrete     
3.BGC transport fleet 
55 high capacity 
asphalt plants (40 in 
Aust)                           
11 emulsion plants (6 
in Aust) 
    
g  Max. Project Values 
(AUD) 
        $1.5B (legacy way)  $850M 
4 Innovative technology            
a Technology & Research & 
development capacity 
      1.  offers a green 
asphalt alternative                               
2.  high production 
asphalt plant, etc.  
    




engineering and design 
technology 
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No Entity (based on 
Financial Level) 
















1 Size of the Firm               
a Employee NA 1100 602 562  400  910 181  
b Operating Revenue 
(turnover, AUD) 
NA 383.6M 365.6M 284M 200M 189M 185M 
2 Firm's Reputation               
a Rank in Australia 
based on operating 
Revenue (Turnover) 
12  13 14 15 16 17 18 
b Years in Business in 
Australia 
  69 34 30 30  29 23 years in this sector 
3 Technical Skills                
a Types (R5 & B4)  R5B4 R4B4 R4B2 R5B2 R5B3 R5B4 
b Road, bridge & 
tunnel                        
sectors 
experienced             
c Expertise               
d Capability                




    1.Precast 
Facilitites                               




  1.owns and 
maintains a 
comprehensive 
fleet of over 150 
items of major 
earthmoving 
equipment 
1. large fleet of 
machinery and plant            
2. with access to over 
200 items of plant, 
competent resources and 
local materials 





conveyor and process 
plant foundations etc. 
F  Max. Project Values 
(AUD) 
    4.5M  112.5M     
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No Entity (based on 
Financial Level) 
















4 Innovative technology               
a Technology & 
Research & 
development capacity 
          use of Automated 
Machine Control using 






















19. Note:For  R5, R4 ,R 3 and B4, B3, B2  road & bridge category refer to Appendix 15.
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Appendix 7 
Title: Country-specific advantages of host and home countries: Based on 
Porter’s diamond model
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1. Factor conditions Normalised Scale (in 100) Country Average 
Dimensions China Japan Spain US Australia China Japan Spain US Australia China Japan Spain US Australia 
 Average labour force 
participation in 
construction service (% 
of total labor force) 
(2009) 
8.44 8.60 9.70 >10 >10 87.0 91.8 100.0 100.0 100.0          
 R&D expenditures (% 
of GDP) (2009) 1.59 3.3 3 1.38 2.79 2.21 48.0 100.0 41.4 83.8 66.0          
Financial market 
development (1 to 7) 4.30 4.60 3.90 5.10 5.40 79.6 85.2 72.0 94.0 100.0 77.4 95.1 83.2 96.5 92.3 
 Literacy rate(2010), % 94.50 99.00 97.60 99.00 99.00 95.5 100.0 98.6 100.0 100.0          
Labor market 
efficiency (1 to 7) 4.60 4.90 4.90 5.40 4.60 85.2 90.7 90.7 100.0 85.2          
Goods market 
efficiency (1 to 7) 4.30 5.00 4.40 4.90 4.90 86.0 100.0 88.0 98.0 98.0          
Technological 
readiness (1 to 7) 3.50 5.70 5.30 5.80 5.60 60.3 98.3 91.4 100.0 96.6          
2. Demand conditions Normalised Scale (in 100) Country Average 
  Market size (1 to 7) 6.8 6.1 5.5 7 5.1 97.1 87.1 78.6 100 72.9       
Construction industry 
value (% of GDP) 5.1 6 11.4 4.1 6.8 44.7 52.6 100 36 59.6 59.9 82.2 79.0 85.5 75.9 
 Business sophistication 
(1 to  7) 4.3 5.8 4.5 5.3 4.6 74.1 100 77.6 91.4 79.3       
GDP per capita (USD 
current PPPs) 6831 33,198 32,499 46,533 39,873.5 14.7 71.3 69.8 100 85.7       
Innovation (1 to 7) 3.8 5.5 3.8 5.5 4.5 69.1 100 69.1 100 81.8       
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3. Related & Supporting Industry Normalised Scale (in 100) Country Average 




3.13 −0.2 1.35 2.7 1.6 100 25.9 43.1 86.3 51         
  
 Industrial production 
growth rate (%)(2011) 13.9 15.5 2 2.5 3.5 89.7 100 12.9 16.1 23 84.74 85.18 65.32 74.9 67.94 
Quality of  overall 
infrastructure (1 to 7) 4.5 5.9 5.8 5.6 5.7 76.3 100 98.3 94.9 96.6      
Local supplier quantity 
(1 to 7) 5.2 6.2 5.4 5.4 4.9 83.9 100 87.1 87.1 79      
Local supplier quality 
(1 to 7) 4.5 6.1 5.2 5.5 5.5 73.8 100 85.2 90.1 90.1      
4. Strategy, structure and rivalry Normalised Scale (in 100) Country Average 
Construction labour 
cost per hr, USD 
(highest including 
overhead) 
2 21 25 53 40 3.8 40 47 100 75.5 46.05 70 69.35 96.65 86.9 
Intensity of local 
competition (1 to 7) 5.3 6 5.5 5.6 5.9 88.3 100 91.7 93.3 98.3      
 Appendix 8 437 
Appendix 8 
 
Title: Cultural distance analysis between host and home countries: Based on 
Hofstede’s cultural model 
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Table 1: Hofstede Cultural Dimesion 
 
 
No Country PDI IDV MAS UAI LTO 
1 Arab World  80 38 52 68   
2 Argentina 49 46 56 86   
3 Australia 36 90 61 51 31 
4 Austria 11 55 79 70   
6 Bangladesh  80 20 55 60 40 
7 Belgium 65 75 54 94   
8 Brazil 69 38 49 76 65 
9 Bulgaria  70 30 40 85   
10 Canada 39 80 52 48 23 
11 Chile 63 23 28 86   
12 China  80 20 66 30 118 
13 Colombia 67 13 64 80   
14 Costa Rica 35 15 21 86   
15 Czech Republic  57 58 57 74 13 
16 Denmark 18 74 16 23   
17 East Africa  64 27 41 52 25 
18 Ecuador 78 8 63 67   
19 El Salvador 66 19 40 94   
20 Estonia  40 60 30 60   
21 Finland 33 63 26 59   
22 France 68 71 43 86   
23 Germany 35 67 66 65 31 
24 Greece 60 35 57 112   
25 Guatemala 95 6 37 101   
26 Hong Kong 68 25 57 29 96 
27 Hungary  46 80 88 82 50 
28 India 77 48 56 40 61 
29 Indonesia 78 14 46 48   
30 Iran 58 41 43 59   
31 Ireland 28 70 68 35   
32 Israel 13 54 47 81   
33 Italy 50 76 70 75   
34 Jamaica 45 39 68 13   
35 Japan 54 46 95 92 80 
36 Luxembourg  40 60 50 70   
37 Malaysia 104 26 50 36   
38 Malta  56 59 47 96   
 Appendix 8 440 
No Country PDI IDV MAS UAI LTO 
39 Mexico 81 30 69 82   
40 Morocco  70 46 53 68   
41 Netherlands 38 80 14 53 44 
42 New Zealand 22 79 58 49 30 
43 Norway 31 69 8 50 20 
44 Pakistan 55 14 50 70 0 
45 Panama 95 11 44 86   
46 Peru 64 16 42 87   
47 Philippines 94 32 64 44 19 
48 Poland  68 60 64 93 32 
49 Portugal 63 27 31 104   
50 Romania  90 30 42 90   
51 Russia  93 39 36 95   
52 Singapore 74 20 48 8 48 
53 Slovakia  104 52 110 51 38 
54 South Africa 49 65 63 49   
55 South Korea 60 18 39 85 75 
56 Spain 57 51 42 86 19 
57 Surinam  85 47 37 92   
58 Sweden 31 71 5 29 33 
59 Switzerland 34 68 70 58   
60 Taiwan 58 17 45 69 87 
61 Thailand 64 20 34 64 56 
62 Trinidad  47 16 58 55   
63 Turkey 66 37 45 85   
64 United Kingdom 35 89 66 35 25 
65 United States 40 91 62 46 29 
66 Uruguay 61 36 38 100   
67 Venezuela 81 12 73 76   
68 Vietnam  70 20 40 30 80 
69 West Africa 77 20 46 54 16 
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  Distances from Australia 
Country PDI IDV MAS UAI LTO CD 
Arab World  4.128434 5.76616 0.17273 0.61627959 2.04928957 2.547 
Argentina 0.360385 3.3912 0.07276 2.20946046 1.25243874 1.457 
Australia 0.000 0 0 0 0 0.000 
Austria 1.333 2.14578 0.94295 0.65111447 1.25243874 1.265 
Bangladesh  4.128 8.5831 0.10477 0.14609494 0.10556456 2.614 
Belgium 1.793 0.39412 0.14261 3.33493256 1.25243874 1.383 
Brazil 2.322 4.73647 0.41909 1.12727574 1.50657563 2.022 
Bulgaria  2.465 6.30595 1.28346 2.08500922 1.25243874 2.678 
Canada 0.019 0.17517 0.23574 0.01623277 0.08340903 0.106 
Chile 1.555 7.86317 3.16936 2.20946046 1.25243874 3.210 
China  4.128 8.5831 0.07276 0.79540577 9.86442123 4.689 
Colombia 2.049 10.3856 0.02619 1.51686224 1.25243874 3.046 
Costa Rica 0.002 9.85305 4.65654 2.20946046 1.25243874 3.595 
Czech Republic  0.940 1.79369 0.04657 0.95412619 0.42225822 0.831 
Denmark 0.691 0.44842 5.89343 1.41405469 1.25243874 1.940 
East Africa  1.672 6.95231 1.16413 0.00180364 0.04691758 1.967 
Ecuador 3.762 11.7781 0.01164 0.46173214 1.25243874 3.453 
El Salvador 1.919 8.83009 1.28346 3.33493256 1.25243874 3.324 
Estonia  0.034 1.57649 2.79683 0.14609494 1.25243874 1.161 
Finland 0.019 1.27696 3.56516 0.11543304 1.25243874 1.246 
France 2.184 0.63235 0.94295 2.20946046 1.25243874 1.444 
Germany 0.002 0.92662 0.07276 0.35351367 0 0.271 
Greece 1.228 5.29875 0.04657 6.71134887 1.25243874 2.907 
Guatemala 7.423 12.3597 1.67635 4.50910298 1.25243874 5.444 
Hong Kong 2.184 7.40074 0.04657 0.87296234 5.50629934 3.202 
Hungary  0.213 0.17517 2.12163 1.73329918 0.47047907 0.943 
India 3.585 3.08992 0.07276 0.21824058 1.1729395 1.628 
Indonesia 3.762 10.1176 0.65483 0.01623277 1.25243874 3.161 
Iran 1.032 4.20572 0.94295 0.11543304 1.25243874 1.510 
Ireland 0.136 0.70066 0.14261 0.46173214 1.25243874 0.539 
Israel 1.128 2.27014 0.57043 1.62327707 1.25243874 1.369 
Italy 0.418 0.34332 0.23574 1.03889733 1.25243874 0.658 
Jamaica 0.173 4.55605 0.14261 2.60445788 1.25243874 1.746 
Japan 0.691 3.3912 3.36435 3.03192084 3.12914194 2.722 
Luxembourg  0.034 1.57649 0.35215 0.65111447 1.25243874 0.773 
Malaysia 9.860 7.17477 0.35215 0.40581927 1.25243874 3.809 
Malta  0.853 1.68334 0.57043 3.65237341 1.25243874 1.602 
Mexico 4.318 6.30595 0.18626 1.73329918 1.25243874 2.759 
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  Distances from Australia 
Country PDI IDV MAS UAI LTO CD 
Morocco  2.465 3.3912 0.18626 0.5212523 1.25243874 1.563 
Netherlands 0.009 0.17517 6.42893 0.00721456 0.22025197 1.368 
New Zealand 0.418 0.21195 0.02619 0.00721456 0.00130327 0.133 
Norway 0.053 0.77248 8.17513 0.00180364 0.1576952 1.832 
Pakistan 0.770 10.1176 0.35215 0.65111447 1.25243874 2.629 
Panama 7.423 10.9321 0.84109 2.20946046 1.25243874 4.532 
Peru 1.672 9.59206 1.05063 2.33751898 1.25243874 3.181 
Philippines 7.174 5.89256 0.02619 0.08837842 0.18767032 2.674 
Poland  2.184 1.57649 0.02619 3.18162306 0.00130327 1.394 
Portugal 1.555 6.95231 2.6193 5.06642811 1.25243874 3.489 
Romania  6.218 6.30595 1.05063 2.74333825 1.25243874 3.514 
Russia  6.928 4.55605 1.81896 3.49184935 1.25243874 3.610 
Singapore 3.079 8.5831 0.49185 3.33493256 0.37664391 3.173 
Slovakia  9.860 2.52939 6.98772 0 0.06386004 3.888 
South Africa 0.360 1.09478 0.01164 0.00721456 1.25243874 0.545 
South Korea 1.228 9.08057 1.4086 2.08500922 2.5231232 3.265 
Spain 0.940 2.66427 1.05063 2.20946046 0.18767032 1.410 
Surinam  5.120 3.23881 1.67635 3.03192084 1.25243874 2.864 
Sweden 0.053 0.63235 9.12681 0.87296234 0.00521306 2.138 
Switzerland 0.009 0.8478 0.23574 0.08837842 1.25243874 0.487 
Taiwan 1.032 9.33456 0.74505 0.58437975 4.08704254 3.157 
Thailand 1.672 8.5831 2.12163 0.30481536 0.81454132 2.699 
Trinidad  0.258 9.59206 0.02619 0.02885826 1.25243874 2.232 
Turkey 1.919 4.9204 0.74505 2.08500922 1.25243874 2.184 
United Kingdom 0.002 0.00175 0.07276 0.46173214 0.04691758 0.117 
United States 0.034 0.00175 0.00291 0.04509103 0.00521306 0.018 
Uruguay 1.333 5.10782 1.53957 4.3305425 1.25243874 2.713 
Venezuela 4.318 10.6571 0.41909 1.12727574 1.25243874 3.555 
Vietnam  2.465 8.5831 1.28346 0.79540577 3.12914194 3.251 
West Africa 3.585 8.5831 0.65483 0.01623277 0.29323488 2.626 
  Average 2.195 
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Appendix 9 
Title: Types of road and bridge work
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Table 1: Prequalification categories for road contracts (Source: NPS, Civil 
Construction, Road and Bridge, v1 Nov 2010) 












Small-scale, non-complex roadworks that meet the Participating Authority’s specifications 
and contract requirements – often rural works with minimal service relocations, traffic and 
staging issues. 
The following are typical characteristics: 
§ minor works including construction, reconstruction and widening 
§ general earthworks to a maximum of 5 m in cut or fill 
§ cattlegrids 
§ all aspects of routine pavements and surfacings 
§ minor culvert work and reinforced concrete works not including bridges or larger 
retaining walls 
§ non-complex to moderately complex worksite traffic management 
§ non-complex community/stakeholder management 
§ non-complex project management 









Including category R1 activities plus any or all of the following: 
§ earthwork associated with bridge abutments, including structural fill and rock protection 
§ excavation in rock not requiring blasting 
§ at grade intersection and channelisation works 
§ medium-sized culvert works including precast concrete components 
§ cross and longitudinal drainage 
§ granular pavement and/or hot mix asphalt pavements 














Including category R2 activities as well as any number of the following: 
§ general earthworks exceeding 5 m in cut or fill 
§ mechanically stabilised earth construction to a nominal 5 m in height 
§ excavation in hard rock where blasting is likely to be required 
§ pavement construction using marginal materials 
§ pavement construction using modified materials 
§ high performance surfacings 
§ special foundation and/or subgrade and subsoil drainage treatments 
§ moderately complex to complex community/stakeholder management 
§ non-complex design management 
§ moderately complex worksite traffic management 
§ moderately complex project management including subcontractor management 





Including category R3 activities and activities similar to R3 but more complex. Significant 
subcontracting is often involved. Additional features may include: 
§ heavy duty pavements (including heavy duty asphalt pavements) 
§ mechanically stabilised earth construction greater than 5 m in height and other substantial 
retaining structures 
§ grade-separated intersections 
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§ complex staged traffic management in high speed and/or urban environments 
§ complex community/stakeholder interfaces 
§ consultant team coordination and/or management 
§ design management 
§ complex project management 
§ complex service relocation 








Including category R4 activities but larger in magnitude and complexity, which may 
include: 
§ complex grade separated interchanges, multiple carriageways 
§ non-standard and heavy duty pavements (including variations of type and scale within the 
project) 
§ complex traffic management in high speed/urban/freeway environments involving 
complex staging 
§ more complex community/stakeholder interfaces and complex project management 
§ complex consultant team coordination and/or management 
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Table 2: Prequalification categories for bridge contracts (Source: NPS, Civil 
Construction, Road and Bridge, v1 Nov 2010) 














Non-complex works on concrete and steel structures that meet the Participating 
Authority’s specifications and contract requirements. Work can be undertaken by 
experienced contractors with little or no previous bridge works experience. The works may 
include: 
§ structures works 
§ cast-in-situ re-inforced concrete flat slab bridges 
§ reinforced concrete 
§ fabricated steel overhead gantries 
§ simple cut and cover tunnels using either proprietary products or simple cast-in-situ 
construction 
§ culvert and other drainage structures 
§ spread footing foundations 
§ earth retaining structures, excluding mechanically stabilised earth 
§ large floodways 
§ basic earthworks 
§ simple expansion joints 











Non-complex works on concrete and steel structures requiring experienced contractors 
with previous bridge works experience. Includes category B1 capability as well as any 
number of the following more complex activities: 
§ standard non-complex shallow pile foundations without the need for floating equipment 
or temporary bridges 
§ composite bridge superstructures with composite reinforced concrete deck slab 
§ elastomeric bridge bearings 
§ moderate earthworks including guidebanks and rock protection 
§ mechanically stabilised earth structures 
§ construction over operating roads (low traffic volumes) and non-electrified rail lines 
§ fabricated overhead sign gantries and major culverts 
§ moderately complex community/stakeholder management 












Complex works on concrete and steel structures requiring experienced contractors with 
highly developed or specialised skills and substantial previous bridge construction 
experience. Involves those activities listed in category B2, plus: 
§ superstructures with simply supported pre-stressed concrete girders and cast-in-situ 
composite decks 
§ simply supported voided slab superstructures 
§ foundations which may be complex and/or require deep piling and/or require floating 
equipment or temporary bridges 
§ simple geometry, simple post tensioning 
§ structures carrying significant public utilities 
§ structures involving spherical/pot bearing systems and fabricated expansion joints 
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Type Indicative description of work 
§ construction over operating roads (low-medium traffic volumes) and electrified rail lines 
§ moderate to complex community/stakeholder interfaces and project management aspects 
§ consultant team coordination and/or management 
















Complex works on concrete and steel structures requiring experienced contractors with 
highly developed or specialised skills and previous complex bridge construction 
experience. Involves those activities listed under the B3 category, plus: 
§ significant fabricated steel superstructures 
§ heavy foundations involving piles or steel liners driven from floating equipment 
§ complex geometric/aesthetic shapes 
§ elevated overpass structures with complex geometry 
§ superstructures requiring segmental construction techniques, incrementally launching 
techniques, floating cranes and launching trusses for placement of girders 
§ small cable stayed bridges, such as footbridges 
§ complex earthworks, including guidebanks and rock protection 
§ construction over navigable waterways 
§ complex cast-in-situ cut and cover tunnels 
§ construction over operating roads (high traffic volumes) and electrified rail lines 
§ more complex community/stakeholder interfaces and project management 
§ more complex consultant team coordination and/or management 
§ complex design management 
§ complex environmental risk management. 
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PARTICIPANT INFORMATION for QUT RESEARCH 
PROJECT 
 
(Full Title): Reforming the procurement of construction and financing of Australian 
infrastructure: Advancing capacity, competition and investment 
Project 2: Multinational contractors’ willingness to bid for 
Australian public sector major road and bridge infrastructure 
 
Research Team Contacts 
Ms Azmeri Rahman – PhD Researcher  Dr Adrian Bridge 
School of Civil Engineering and Built Environment 
School of Civil Engineering and Built 
Environment 
Phone  0423 712269 Phone  3138 1543 
Email  azmeri.rahman@student.qut.edu.au Email  a.bridge@qut.edu.au 
Professor Steve Rowlinson – External PhD Supervisor Dr Tom Kwok – External PhD Supervisor 
Department of Real Estate & Construction 
School of Civil Engineering and Built 
Environment 
The University of Hong Kong Phone  0402 478954 
Email  steverowlinson@hku.hk Email  tompatkwok@hotmail.com 
 
Description 
This project is being undertaken as part of ARC Linkage Grant. The grant is funded by: 
• Australian Research Council; Partnerships Victoria, Department of Treasury and Finance, 
Victoria; New South Wales Treasury ; Queensland Treasury; Western Australia Department of 
Treasury and Finance; South Australia Department of Treasury and Finance; Queensland 
Department of Employment, Economic Development and Innovation; Construction Industry 
Institute Australia (including Queensland Department of Transport and Main Roads and 
Queensland Department of Public Works); Infrastructure Association Queensland; Infrastructure 
Partnerships Australia; Coffey Commercial Advisory; and Aurecon 
 
None of the funding bodies will have access to the data obtained in this questionnaire. 
The purpose of the overall grant is to develop a new and integrated procurement knowledge base to 
help address construction and finance constraints in Australia. The project outcomes will be 
considered by government as the basis of possible procurement reform to increase construction 
capacity, competition and private sector investment (particularly by superannuation funds) to public 
sector infrastructure. The purpose of Project 2 in this grant is to develop an improved understanding of 
multinational contractors willingness to bid for Australian public sector major road and bridge 
infrastructure.  
The research team requests your assistance because the data being collected in this questionnaire is held 




Your participation in this project is voluntary. If you do agree to participate, you can withdraw from 
participation at any time during the project without comment or penalty. Your decision to participate will in 
no way impact upon your current or future relationship with QUT. Your participation will involve the 
completion of Part 1 of questionnaire conducted as part of an interview and which will take 
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approximately 1 hour, along with the provision of data in Part 2. Once your data concerning Part 2 is 
assembled, then this should take approximately 30 minutes to complete. 
 
Expected benefits 
Government and industry will benefit from the development and availability of new decision making 
models and financial models that are designed to be considered by government to advance Australia's 
position in the delivery of public sector infrastructure in terms of increasing construction capacity and 
investment to infrastructure and improving value for money for tax payers. The Australian Research 
Council and general academic community will benefit in terms of advancing knowledge and in 
training researchers.  
 
Risks 




All comments and responses will be treated confidentially.  None of the funding bodies will have access 
to any of the data obtained in this questionnaire. Only aggregated results and other reports with non-
identifiable data will be made available to funding bodies and in any publications. 
 
Consent to participate 
The return of the completed questionnaire is accepted as an indication of your consent to participate in this 
project. That is, you are indicating that you: 
• have read and understood the information document regarding this project 
• have had any questions answered to your satisfaction 
• understand that if you have any additional questions you can contact the research team 
• understand that you are free to withdraw at any time, without comment or penalty 
• understand that you can contact the Research Ethics Officer on +61 7 3138 5123 or 
ethicscontact@qut.edu.au if you have concerns about the ethical conduct of the project 
• agree to participate in the project 
 
Questions / further information about the project 
Please contact the research team members named above if you have any questions or if you require further 
information about the project. 
 
Concerns / complaints regarding the conduct of the project 
QUT is committed to researcher integrity and the ethical conduct of research projects.  However, if you do 
have any concerns or complaints about the ethical conduct of the project you may contact the QUT 
Research Ethics Officer on +61 7 3138 5123 or email ethicscontact@qut.edu.au. The Research Ethics 
Officer is not connected with the research project and can facilitate a resolution to your concern in an 
impartial manner. 
 
Thank you again for helping with this research project. Please print-out a copy of this Participant 
Information for your information. 
 
